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KINNEAR STEEL 
ROLLING DOORS 


Rugged all-steel con- 
struction. 


Coiling upword action 
that completely clears 
door opening. 


Effective counterbal- 
ance that assures 
smooth, easy action. 


Flexible interlocking 
steel-slat curtain. 


Complete usability of 
all floor, wall and 
ceiling space around 
doorways. 


Motor operation, with 
remote control if it is 
desired. 


Doors that are indi- 
vidually engineered to 
each job. 


Rising vertically into a compact coil above the lintel, KINNEAR Rolling Doors 
save floor, wall and ceiling space. The coiling upward action clears the door- 
way from jamb to jamb, from floor to lintel. KINNEAR Rolling Doors are 
built in any size for old or new construction—Write for details! 


THE KINNEAR MANUFACTURING COMPANY 


Factories:—2060-80 Fields Ave., Columbus 16, Ohio; 
1742 Yosemite Ave., San Francisco 24, Calif. 
Offices and Agents in Principal Cities 
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The Burner is the HEART 
of any Gas Appliance 


@ In the gas appliances which you make or sell, or which you recommend—are 
the burner units the very best you can obtain? In the future, expertly engineered 
2s appliances will command increasing attention, not only for results attained, 
also for cost of tion. Gas authorities recognize this, and so do users. 
arber offers today, ys weeny: on natural, manufactured, Butane 


bottled gases, the most best performing burner units ever avail- 
ble. On atmospheric pressure, patented Barber Jets, with a unique auxiliary air 
, deliver a perfectly directed flame of 1900° temperature with c te com- 
stion. Over twenty years of service to ance makers, nearly 200 of whom 
bw use Barber Burners, emphasize the superiority of our products. 


make scores of ot Devdnee, ae temirads 26 wares ese and dinen, for imaginable purpose. | 
i tg patented Barber iets = — ag teen dp yey ‘arbor’ burners ls that’ we always 
and engineer the egy ‘suit our engineers w: with obtain maximum 
pesults at the most critical point, Hguaait the apecite. prog Ge beast of the cdgtaces, ma 
Send for Catalog on appliance and conversion burners, and pressure regulators. 


E BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 


ARBER BURNERS 
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Takes a lot of 
your work out of 
cutting pipe...this 


* wennceaven PIPE 


THE RIDGE TOOL COMPANY » ELYRIA, OHIO, U.S.A. 


Regular Heavy- 
Duy RIFBID 


Cutters in 5 sizes. 


© Good reasons why this 4- 
wheel RIZID pipe cutter 
is such a favorite every- 
where. It cuts pipe fast and 
clean with least effort. De- 
signed with short handle to 
work in tight quarters, it 
cuts quickly even where you 
have room only for a quarter 
turn. Special malleable body 
assures alignment, it al- 
ways cuts true—every cut- 
ter factory - tested. You'll 
like this efficient worksaver 
RIZAID — ask for No. 42 
(%” to 2”) or No. 44 (24%4” 
to 4”) at your Supply House. 


TOOLS 
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Pages with the Editors 


HE editors take this occasion to 

wish all our subscribers and friends 
a Merry Christmas and a Happy New 
Year. If the past year — the first 
full year of relative peace from interna- 
tional conflict—has not brought with it 
the full measure of progress towards do- 
mestic social and industrial peace for 
which we had all hoped, it is all the more 
important that we use this holy season 
to rededicate our aims and aspirations to- 
wards the same goal. We loak forward 
with confidence that the coming year of 
1947 will see us much further along the 
road to a state of peace and happiness 
which our country and all the countries 


of the world long for and deserve. 


x * * * 


O NE promising indication that the 
good old American pep and ginger 
are reappearing alongnormal and produc- 
tive lines is the revival of industrial com- 
petition. This is the sort of peaceful con- 
flict-—to use an anomalous phrase—which 
does far more good than harm, It is the 
sort of struggle which built America into 
the greatest nation in the world and will 
keep on building her if the sources and 
springs of promotional incentive are 
nourished and protected. 


IN the public utility field, for example, 
we read in a recent edition of The New 
York Times of a “battle royal” for 
“a potential $5,000,000,000 small-town 
rural market in electric appliances and 
equipment, and millions of dollars in an- 
nual revenue from electric service.” Lin- 
ing up in this “struggle” are the electric 
appliance manufacturers, wholesalers, 
and public utilities, On the other side, 
according to the Times dispatch, are the 
“large oil producers and dealers in LP 
(liquefied petroleum) gas.” 
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THE news story went on to describe 
the recent campaign launched by the Na- 
tional Electrical Manufacturers Associa- 
tion, in close collaboration with the Edi- 
son Electric Institute, to unite the indus- 
tries in a coordinated drive for greater 
utilization of electricity in the 14,000,000 
homes making up the rural small-town 
market. Even officials and field personnel 
of the Rural Electrification Administra- 
tion, which, to put it mildly, has not al- 
ways seen eye to eye with private indus- 
try on rural power developments, have 
enlisted to some extent in this coming 
battle of Kilowatt v. Tank. 


REGARDLEsS of the outcome of this 
commercial contest, we know that it will 
do the farmer and small-town citizen and 
businessman all the good in the world. 
It is one of those struggles which, as the 
late Will Rogers used to say, “humanity 
can afford to cheer for”—something like 
an Army-Navy football game, with the 
stakes in dollars instead of scoring points. 








Public Utilities Yortnightly Extends to 
Its Many Patrons and Readers 
Cordial Good Wishes for 
Christmas and the 
New. Year. 
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HE opening article in this issue is 

one reflection of this ambition of 
the electric power industry to serve the 
farms of the nation. Appropriately, it is 
written by Grover C. Nerr, president 
of the Edison Electric Institute, and also 
president of the Wisconsin Power & 
Light Company of Madison, Wisconsin. 
Mr. NerF has always lived, and operated 
professionally, more or less in the heart 
of America’s great Middle West farm- 
ing area. He was born on a farm in Mil- 
ford, Indiana, in 1886. Graduating with 
an engineer’s degree from Purdue Uni- 
versity (’07), he entered the utility busi- 
ness the following year as a construction 
engineer in Wisconsin. 


In 1910 he joined the Southern Wis- 
consin Power Company and became the 
general superintendent of that and its 
affiliated Wisconsin companies between 
1914 and 1922, When these companies 
were merged into the Wisconsin Power 
& Light Company in 1924, Mr. NerrF be- 
came vice president in charge of opera- 
tions, and in 1933 the president. Although 
always active in engineering and utility 
association work, he has given special at- 
tention to rural electrification from its 
very inception, serving as chairman of 
the rural electric service committee of the 
old National Electric Light Association 
as far back as 1922. 


* * * * 


ype ssane field of growing industrial 
competition, dramatized by the re- 
cent coal strike crisis, is the threatened 
wholesale “invasion” of the eastern sea- 
board by pipe lines bearing natural gas 


from Texas and other southwestern pro-: 


ducing areas. The importance of this 
peacetime “invasion” to the relative fuel 
monoply which has heretofore been en- 
joyed by King Coal has been dramatized 
by the Federal government’s labor diffi- 
culties with John L. Lewis and his United 
Mine Workers. It is debatable just how 
much of a hole the Big and Little Inch 
pipe lines, for example, might be able to 
make in this fuel monopoly, even if they 
are given over permanently to the trans- 
portation of natural gas. 


In an effort to evaluate the multiple 
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political, financial, and economic prob- 
lems which surround the status of these 
pipe lines, we publish in this issue a time- 
ly article by Joun J. Hassett, entitled 
“Those Troublesome ‘Inch’ Pipe Lines” 
(beginning page 796). 


Bic Inch and Little Inch fuel pipe lines 
are now reported to be temporarily leased 
by Secretary of Interior Krug, to be used 
to alleviate hardship caused by the coal 
strike. 

* * * & 


| age C. Cox, whose article on an- 
other phase of public utility promo- 
tional work begins on page 817, is a new- 
comer to the pages of the ForTNIGHTLY. 
He has been identified with publicity and 
public relations matters in the Philadel- 
phia Electric Company since 1931, which 
he joined after a couple of years’ service 
with the United Gas Improvement Com- 
pany. In 1938 Mr. Cox became associate 
editor of Current News, the Philadelphia 
Electric Company’s house organ, and 
was named editor of that magazine in 
1941. In 1945 he took his present post as 
publicity manager for the same organ- 
ization, 


THE next number of this magazine 
will be out January 2nd. 
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‘fecture a practical r. 
Personal Touch, instantly ad- 
Justedle to your own typing 

touch for smoother typing. 

All Plastic Keys, ring-free and 
88 finget-fitted for your comfort. 
Key Trip, @ flick of the finger 

’ releases keys that are 

- ~ jammed throdgh « mis-stroke, 
—————— Longer Writing Line gives up 
SB too full extra inch of typing 
width on al} carriage sizes. 

: ‘Unit Construction mekes cleen- 
J ing easier, assures longer life, 


Silent, Lighter Carriage Re- 
mounted, 
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Engineered for Power Station Needs 


EXIDES are always ready for in- 
stant action. They are engineered 
to meet the varying battery require- 
ments of power station operations. 
Exide makes several types of stor- 
age batteries. These batteries, 
through proved performance for 
over 50 years in central station 
work, have earned the confidence 
of utility engineers everywhere. 
When you buy an Exide you are 
buying the utmost of storage bat- 


tery dependability, long-life and 
ease of maintenance. 

Whatever your storage battery 
problems may be Exide engineers 
will be glad to help you work 
them out. 


Exide 


BATTERIES 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 








—MONTAIGNE 





Danret J. Tosin 
President, International Brother- 
hood of Teamsters. 


Cuartes LuCKMAN 
President, Lever Brothers 
Company. 


Harvey F, McPHaIL 
Director of power utilization, 
Bureau of Reclamation. 


EuGENE MEYER 
Former president, International 
Bank for Reconstruction and 
Development. 


W. W. SMirH 
Chairman, United States Maritime 
Commission. 


Grorce S. May 
President, George S. May 
Company. 


Grorce T. CHRISTOPHER 
President, Packard Motor Car 
Company. 


W. L. ANbREws 
Editor, The Yorkshire Post. 


Guy C. Jackson 
President, Texas Water Conserva- 
tion Association. 
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“Strikes have become a national menace, They must be 
curtailed or the nation will sink into chaos and organized 
labor will perish.” 

» 


“In a word let’s reverse some of our historically nega- 
tive attitudes and become a force for enthusiastic progress, 
each in his own community.” 


> 


“We maintain that publicly owned transmission lines 
are necessary to maintain the bargaining power in this 
field of the people as a whole.” 


5 


“, . . the crucial importance of continuous full produc- 
tion for our own welfare and for that of mankind the 
world over cannot be exaggerated.” 


* 


“Subversive agents have long made it no secret that 
if they can gain control of transportation and communica- 
tions of a country, that country is in their hands.” 


* 


“There is usually a one best way of doing anything, 
and no matter how simple or complicated a function may 
be, this one best way should be found and used.” 


* 


“Unions will become stronger and more certainly 
democratic when they accept the responsibility along with 
authority, thereby benefiting everyone in labor and man- 
agement.” 


* 


“I doubt whether it lies within the ingenuity of any 
royal commission to devise a formula to make the press 
more useful and more public spirited than it was during 
the war and is today,” 


* 


“If the potential power market in the Southwest is sup- 
plied by Federal transmission systems, we may as well 
forget them and let the much-needed storm and flood 
waters of our streams flow unused into the Gulf of Mex- 


ico.” 
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14 REMARKABLE REMARKS—( Continued) 


Wa ter P. REUTHER . 
President, United Automobile 
Workers, CIO. 


Grorce E. SoKoLsky 
Writing in The (New York) Sun. 


Donatp R. RICHBERG 
Washington attorney and former 
NRA official. 


Witu1aM Henry CHAMBERLIN 
Writing in The Wall Street 
Journal. 


RuSSELL Porter 
Writing in The New York Times. 


EprroriAL STATEMENT 
The Wall Street Journal. 


Henry Foro II 
President, Ford Motor Company. 


EprrortAL STATEMENT 
The (New York) Sun. 


StruTHers Burt 
Speaking before the Association of 
Western State Engineers. 
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“Today’s production problem is an over-all one that 
can be solved only at the national industrial level.” 


* 


“A free people never permits those who govern them 
to forget that their position, prestige, and power hang 
by a thread; that even the mightiest may, at any election, 
be thrown out.” 


¥ 


“The main trend in industrial relations is toward the 
destruction of a free economy by labor monopolies. At 
the same time democratic processes of government are 
being destroyed by labor dictators.” 


* 


“Europe gives many striking and encouraging examples 
of the indomitable human will to live. Individual enter- 
prise has contributed more to the recovery which has 
taken place than ambitious state planning.” 


> 


“You can’t have teamwork without a team and you 
can’t have a team without a coach. The logical place to 
look for leadership would be Washington, but when either 
side speaks of the government these days it does so with 
a shudder.” 


> 


“Mr. Steelman may not be wedded to lasting govern- 
mental controls, but he writes as though he were. For the 
rest, he follows the familiar habit of officeholders of 
telling the country that things are going well with it when 
they decidedly are not.” 

a 


“Take the controls off and there is nothing that we 
cannot do. I would not be worried about the business out- 
look if there were no controls. The controlled economy 
is basically unsound, but people in Washington seem to 
find reasons for establishing new controls or continuing 
old ones.” 


> 


“It must be recognized that public servants have no 
right to strike against their employers—the people; that 
the people, who extend civil service rights to such em- 
ployees, demand in exchange that differences over pay 
and working conditions be settled by arbitration, without 
use of. the strike.” 


* 


“Where natural resources are concerned, the far west- 
ern states are the heart and center of the country. We are 
the basic material states—the beef, the lumber, the mia- 
eral states. What happens to us, happens to America. What 
we do affects all Americans. Even Bostonians. We are all 
connected, just as the whole world is.” 
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Thirteen types and sizes of stake trucks on 8 
wheelbases ... 74’, 9’, 12’ and 14 bodies. 
Gross weight capacities up to 16,500 Ibs. 


Panel trucks: 116” w.b., 7710" 
body with 148 cu.-ft. capac- 
ity and 133° w.b., 910" body 
with 192 cucft. capacity. 


Whenever you buy trucks, it will pay you to 
remember . . . “Only Dodge Builds ‘Job- 
Rated’ Trucks.” 


From a range of 175 “Job-Rated” chassis 
models, your Dodge dealer has the engineer- 
ing data to select. the right truck to fit your 
job, save you money. i 


You simply tell your Dodge dealer what 
loads you haul, and he'll specify the right 
capacity. Tell him the type and size body 
you want, and he’ll specify the right wheel- 
base for correct load distribution. Tell him 


DODGE fob Rated TRUCKS 


Choose from 5 sizes of pick-up trucks on 
wheelbases: 116", 120°, 133° and 1 
Available in 6%", 7’, and ¥ Y bodies. 


175 BASIC So6-Raled CHASSIS MODELS 


your grade and speed requirements, and 
he’ll specify the right rear axle and gear 
ratio. All other units such as engine, clutch, 
transmission, springs and brakes . . . will 
be “Job-Rated” for top performance with 
your loads over your roads. 


For maximum economy of operation—for 
long-lasting dependability—get the one truck 
that best fits your job ... the right Dodge 
“Job-Rated” truck! 


DODGE DIVISION, CHRYSLER CORPORATION 





FIT THE JOB: 


LAST LONCER! 
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WILLIAMSPORT POWER STATION 


THE POTOMAC EDISON COMPANY 


The C-E Unit, illustrated here is in proc- 
ess of fabrication for the Williamsport 
Power Station of The Potomac Edison 
Company at Williamsport, Maryland. 

It is designed to produce 350,000 lb of 
steam per hr at a pressure of 910 psi and 
a temperature of 900 F. 

The unit comprises a 3-drum boiler 
with 2-stage superheater and integral 
economizer in the last pass. The furnace 
is completely water cooled employing 


both plain and finned tubes, and is de- 
signed with a basket-type bottom dis- 
charging to a sluice. C-E Raymond Bowl 
Mills supply pulverized coal to six C-E 
Horizontal Burners. A mechanically 
operated bypass damper assures con- 
stant superheat temperature. Above the 
unit between the boiler outlet and the 
induced draft fans is a C-E Tubular Air 
Heater which supplies preheated air to 


the pulverizers and burners. A-996A 


COMBUSTION ENGINEERING 


NEW YORK 16, N. Y. 


200 MADISON AVENUE 





C-E PRODUCTS INCLUDE ALL TYPES OF BOILERS, FURNACES, PULVERIZED FUEL 


SYSTEMS AND STOKERS; ALSO SUPERHEATERS, ECONOMIZERS AND AIR HEATERS 
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CRESCENT 


WIRE ano CABLE 








To Wire F 
a Cottage! 
or Light | 
a City! 









C RESCENT produces all kinds 


of wire and cable for any type of 
building — industrial, commercial or 
residential. CRESCENT products are sold through electrical 
wholesalers in every large city in the country to electrical 
contractors, who know from experience or by reputation the 


mrs quality of CRESCENT WIRES AND CABLES. 


CRESCENT INSULATED WIRE & CABLE C0. (@ 
TRENTON, N. J. 
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BRING YOUR BILL ANALYSES 
UP TO DATE 


You can save 50% in time and money with 


THE ONE-STEP METHOD 











OF BILL ANALYSIS 


LL but current bill frequency data has been rendered obsolete by the 
marked increase in kilowatt-hour sales. How much of this load will 
you retain? 


Now is the time to bring your bill analyses up to date. In addition to a 
knowledge of the existing situation, certain trends may be disclosed which 
will be of considerable value to you in planning your rate and promotional 
programs. 


The One-Step Method of Bill Analysis is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
training and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill Frequency Analyzer machines can turn out the job in 
a few days and at the cost of only a small fraction of a cent per item. 








' We will be glad to tell you more in detail about this accurate, rapid and 


economical method for obtaining a picture of your customer usage situation. 
Write for a copy of the booklet “The One-Step Method of Bill Analysis.” 


Recording & Statistical Corporation 


Utilities Division 
102 Maiden Lane, New York 5, N. Y. 
Boston Chicago Detrolt Moatreal Toroate 
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DAVEY LIFETIME VALVES 
ASSURE PERMANENT PEAK EFFICIENCY 


LOOK AT THESE . 
HUSKY PARTS « 
You'll see why Daveys built 5-10- 
15 years ago are running today 
with their original valves . . . why 
Davey is the only compressor with 
PEAK PERFORMANCE Lifetime 


Valves. 
“A” is the top of the Davey alu- 
-ninum alloy cylinder head, “‘B” the 
bottom. “C” is the extra-capacity 
intake valve that fills cylinders fast 
D E P 


for highest operating efficiency.““‘D” 
is the discharge valve and “E”’ the 
valve buffer. Davey owners 

seldom see these parts — 

they last...and last... and 

keep on delivering full vol- 

ume of air. 


See your Davey dealer today. Ask him 
to tell you more about PEAK PERFORM- 
ANCE Lifetime Valves in Davey units 
of 60 to 315 c. f. m. capacities. 


Model 60 
Air Aristocrat 


DAVEY Ma om 


COMPRESSOR CO. 
KENT, OHIO 
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{ Nebraska State Reclamation Association will hold meeting, Lincoln, Neb., Jan. 13, 14, 
1947. 





9 Midwest Industrial Gas Council will hold meeting, Chicago, Ill., Jan. 24, 1947. 





{ Seventh International Heating and Ventilating Exposition will be held, Cleveland, Ohio, 
Jan. 27—31, 1947. 





=f 


American Institute of Electrical Engineers will hold winter convention, New York, N. Y., 
Jan. 27-31, 1947. 





= 


Electrical Engineering Exposition, in conjunction with AIEE convention, will be @ 
held, New York, N. Y., Jan. 27—31, 1947. 





=f2 


American. Gas Association, Residential Gas Section, Eastern Natural Gas Sales Con- 
ference, will be held, Pittsburgh, Pa., Feb. 13, 14, 1947. 





§ American Gas Association, Residential Gas Section, Midwest Gas Sales Conference, will 
be held, Chicago, Ill., Mar. 17, 18, 1947. 














J 


New England Gas Association will hold meeting, Boston, Mass., Mar. 20, 21, 1947. 





Illinois Telephone Association will hold annual convention, Peoria, Iil., Apr. 4, 1947. 


= 





American Gas Association—Edison Electric Institute, Accounting Conference, will be 
held, Boston, Mass., Apr. 7-9, 1947. 


=f 





Nebraska Telephone Association will hold meeting, Lincoln, Neb., Apr. 8, 9, 1947. 


=f 





Southern Gas Association will hold meeting, Biloxi, Miss., Apr. 16—18, 1947. 


=A 





=a 


Gas Meters Association ¥, fee cones will hold spring conference, Boca B 
Raton, Fla., Apr. 26, 27, 19 





@ JANUARY @ 








4 American Gas Association, Natural Gas Department, will hold spring meeting, Chicago, 
Ill, Apr. 30—May 2, 1947. 


Courtesy, V alentine’s Manual, 1927 


Christmas Eve, 1883 


The first electric light on high pole in 
Madison square, New York city. 
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Power for Farms of the Nation 


A fresh analysis of the progress to date in rural elec- 
trification by the business-managed electric utility 
industry and the prospect for future development. 


By GROVER C, NEFF* 


HE attitude of the electric indus- 
Ts towards farm electrification 
has been frequently misrepre- 
sented or obscured by expressions of 
divergent views by some administra- 
tive officers in governmental agencies 
concerned with farm electrification. In 
view of the importance of farm elec- 
trification, not only to the farmer di- 
rectly concerned, but to the economy of 
the country as a whole, a brief review 
of rural electrification in our country 
may be desirable. 
In the early 1920's our industry was 
completing the building of the greatest 


*President, Edison Electric Institute; presi- 
dent, Wisconsin Power & Light Company. 
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system of electric transmission line net- 
works in the world. These lines were 
carrying electric power twenty-four 
hours per day from strategically located 
and efficient generating stations to 
practically every city and village in our 
country. The foundation was built for 
the beginning of farm electrification on 
a national scale. While some farms had 
electric service prior to 1920, no large- 
scale farm electrification program could 
be carried out until the cities and vil- 
lages had dependable 24-hour service. 
The farm electric lines naturally radi- 
ate from these cities and villages, and 
such farm lines could not be efficiently 
and dependably energized until electric 
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power in sufficient quantity was avail- 
able in each of these urban centers. So, 
while few farms were served prior to 
1920, the investment made by our in- 
dustry in utility property prior to 1920 
was essential to the successful farm 
electrification of the United States. It 
formed the foundation on which rural 
electrification could be built. It pro- 
vided a supply of dependable, low-cost 
electric power in the center of each 
farm area. 


oo operating companies be- 
gan to organize themselves in the 
early 1920’s to carry on extensive work 
in farm electrification. Many agricul- 
tural engineers were added to the staffs 
of operating companies. Many compa- 
nies set up separate rural departments. 
Surveys were made and the work of 
building farm electric lines was begun. 
This new activity gained momentum 
and more and more farms were con- 
nected each year. More than 100,000 
farms were connected to electric lines 
during the twelve months of 1928. Be- 
yond question the electric operating 
companies were on their way to take 
the same kind of service to the farmers 
of this country that they had taken to 
the villages and smaller cities during 
the two previous decades. 

The thinking of the electric industry 
management was expressed in the writ- 
ten committee report of the rural elec- 
tric service committee made in June, 
1927. After discussing the increased 
activity in farm electrification it stated : 
“If this increase continues at the same 
rate, there will be approximately 
1,000,000 electrified farms in this coun- 
try by the end of 1932, and by 1938 
this number will be increased to ap- 
proximately 3,000,000...” 
DEC, 19, 1946 


ty it had not been for the big depres- 
sion which began in the fall of 1929, 
the objectives expressed in this report 
would probably have been reached. 
However, the farm electrification pro- 
gram of electric operating companies 
was halted by that depression and prac- 
tically no farms were connected from 
1930 to 1935. In 1936 business condi- 
tions began to improve and the electric 
operating companies again took up the 
job of extending electric service to 
farms. They have since been active in 
that work and connected many farms 
even during the war years. In that 
year, 1936, the Rural Electrification 
Administration was created, and 
through local co-ops has for ten years 
been actively engaged in building elec- 
tric farm lines. 

Recent figures released by the United 
States Census Bureau indicate that 
about 4,100,000 farms, or about three- 
quarters of the farms occupied, now are 
either connected to power lines or are 
within one-quarter of a mile of such 
lines, and five-eighths of the occupied 
farms are actually using electric serv- 
ice. A statement of policy defining the 
attitude of the electric power industry 
towards farm electrification was au- 
thorized by the board of directors of 
the Edison Electric Institute at their 
September, 1946, meeting. The state- 
ment sets forth the practices, which, in 
the opinion of the electric companies 
represented by the institute, will most 
effectively promote extension of elec- 
tric lines to farms now unserved, and 
calls for codperation of all agencies 
interested in increasing the value of 
electric service to the farmer. 

This statement of policy of the EEI 
on farm electrification is shown on 
page 793, 
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Statement of Edison Electric Institute 
Policy on Farm Electrification 


Ae one-fourth of the occupied farms in the United States are located 
more than one-quarter mile from electric distribution lines, and three- 
eighths of all occupied farms are not using electric service. There is an important 
task yet to be completed, and the Edison Electric Institute desires to make clear 
its attitude toward the extension of farm electrification. Its interest in the matter 
is indicated by the fact that electric operating companies serve at retail about 60 
per cent of the connected farms and through wholesale contracts supply a large 
part of the electric power used by the other 40 per cent. 


In the interest of best serving the public, it is the policy of the Edison Elec- 
tric Institute, working through its member companies: 


1. To promote the extension of electric lines as rapidly as possible, in an 
efficient manner, to help make electric service available to the remaining one- 
fourth of the farms of this country that are still beyond existing lines, and to 
increase the number of users of service along existing lines. 

2. To foster codperation between managers of operating companies and offi- 
cials of rural codperatives on all matters of mutual interest, to reach better 
understandings on all questions that naturally arise when two separate distri- 
bution systems operate in adjacent territory. 

3. To foster the idea that extensions of lines to be built should be constructed 
in each instance by that operating company, REA codperative, or other agency 
that is in the best position to build the extension most economically. 

4. To advocate that operating companies provide facilities so that codpera- 
tives can buy power in adequate amounts at fair prices, thereby making un- 
necessary and indefensible the use of Federal money by REA codperatives or 
other government agencies for generation or transmission equipment that would 
largely duplicate existing installation. 

5. To foster research and development in rural power lines to improve the 
quality and reliability of rural electric service. 

6. To promote within its membership, through the investigations and studies 
of its farm committees, new developments and ideas to increase the usefulness 
of electricity to the farmer. 

7. To join with other national groups interested in farm electrification in 
the support of research work, preferably through agricultural colleges and 
experiment stations in the development and adaptation of improved equipment 
for farm operations ; to codperate with and stimulate manufacturers in develop- 
ing and manufacturing such equipment; and to participate in the dissemination 
to farmers, through agencies such as the Agricultural Extension Service, of 
factual information concerning such new developments. 
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Bureau indicate that about 4,100,000 farms, or about three- 


ier figures released by the United States Census 


quarters of the farms occupied, now are either connected to 
power lines or are within one-quarter of a mile of such lines, 
and five-eighths of the occupied farms actually are using 


electric service.” 


= 


fener to recent surveys and 
estimates made by the EEI, the 
electric operating companies will ex- 
tend service to about 600,000 farms 
during the 3-year period 1946 to 1948, 
inclusive. Based on the best data avail- 
able, it is estimated that the local co- 
ops will extend electric service to about 
600,000 farms in the same period, and 
all other agencies will reach about 40,- 
000 farms. Altogether, service will be 
extended to 1,240,000 farms in this 3- 
year period. The job of building lines 
into unserved territory should be prac- 
tically completed by December 31, 
1948. 

Most of the remaining scattered 
farms will have their own home gen- 
erating plants. 

During the past twenty-five years, a 
great deal of progress has been made 
in improving farm machinery and 
equipment used in the field so that one 
man can now do as much work as was 
formerly done by two or three men. 
With the constantly increasing cost of 
labor, the farmer has to rely more and 
more on machinery and automatic 
equipment. Around the farm buildings, 
the farmer is still doing many things 
by hand in very much the same way as 
they were done twenty-five years ago. 
It is for these jobs that electricity, 
working through automatic equipment, 
can be of great help to the farmers in 
carrying on their farm work. 
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EF a number of states, the utility com- 

panies and various farm organiza- 
tions are working with their respective 
state universities in carrying on re- 
search and experimental work, trying 
to find better ways of applying electric 
power to farm operations. In this way 
much excellent work is being done 
which will result in reduced cost to the 
farmers and increased business to the 
utilities. This kind of work might well 
be supported by all utility companies 
that have any rural business. It is hoped 
that most states will organize them- 
selves to carry on research and experi- 
mental studies of this kind. 

As new and better ways are found 
to apply electric service to farm opera- 
tions, the farm customers should be 
made acquainted with the new and bet- 
ter methods and sold on the use that 
they should make of them. In order to 
do this properly, each company needs 
men who understand farming and the 
application of electricity to farm opera- 
tions, men who can talk to the farmers 
and explain to them the advantages of 
applying electricity to their particular 
farm activities 


ws the job of line building is 


about three-fourths finished, 
there is still much to be done. Many 
companies are doing an excellent job of 
extending service into territory not yet 
served, others are doing only a fair 
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job, and others are doing very little. 

During the past four years, it has 
been difficult to get materials and man 
power to extend farm lines. However, 
where the necessary effort was put 
forth, many thousands of miles of line 
were built during these years. During 
1945, two Wisconsin companies that I 
am quite familiar with each added more 
than 2,000 farm customers, so it is pos- 
sible to build farm electric lines even in 
these times. 

Practically every city and village in 
the United States now has 24-hour 
electric service, and when the electric 
lines are built to all the farms of this 


country, it can truly be said that elec- 
tric service is available to everyone 
throughout the entire length and 
breadth of our land. The farm electric 
lines will not only carry electric service 
to the farmers, but will also make it 
available to the country schoolhouse, 
church, country store, garage, cream- 
ery, small crossroad settlement, and in 
fact to everyone living in the country. 
The operating companies of the 
United States started rural electrifica- 
tion; they have developed it at a rea- 
sonable speed. What is necessary to 
carry it on to an early and successful 
conclusion should now be done. 





Profitless Prosperity 


ae HE great automotive industry, as well as many lesser 

ones, has been experiencing a condition of profitless 
prosperity this year. It is nearly incredible that this great essen- 
tial business, with its huge backlogs of unsatisfied demands, 
should be losing money in this postwar period. 

“If the automobile industry and the construction industry 
were prosperous, this country would be experiencing a business 
boom that could be of exceptional duration. As things are, both 
of them are far from being prosperous... 

“We have great productive capacity. We have more workers 
employed than ever before. There is ample credit available on 
easy terms for almost any constructive enterprise that needs 
credit. We have great accumulated shortages of many kinds of 
goods, and large numbers of eager buyers competing for op- 
portunities to buy the things they want. It is preposterous that 
under this combination of conditions the prospects for profits 
are so dubious that we have had a collapse of security prices. 
Wage costs per unit of production have advanced too rapidly, 
and price relationships are disorganized.” 

—Excerpt from “Business Bulletin,” 
published by the Cleveland Trust Company. 
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Those Troublesome “Inch” 
Pipe Lines 


An analysis of the background and future problems 

posed by the government’s attempt to dispose of one of 

its most complicated pieces of wartime surplus property 
—the Big and Little Inch pipe lines. 


By JOHN J. HASSETT* 


ATURAL gas has started eastward 
N through the government’s Big 
Inch and Little Inch pipe lines, 
according to Interior Secretary Krug’s 
advanced announcement to a congres- 
sional committee on December 2nd. 
The lines, he said, are leased tem- 
porarily, during the coal strike emer- 
gency, to the Tennessee Gas & Trans- 
mission Company, which had not pre- 
viously bid to buy the lines. They will 
carry gas from the Southwest into In- 
diana, Ohio, and perhaps Pennsyl- 
vania, and “put it where the need is 
greatest.” 
Even 150,000,000 cubic feet of gas 
a day, which Mr. Krug thinks the 
“Inches” could deliver before the end 
of December, would mean only minor 
relief from such a fuel shortage as the 
country may face soon. But it will help. 


*Of the editorial staff of Pustic Urimiries 
ForTNIGHTLY. 


DEC. 19, 1946 


The announcement has great and wel- 
come importance as evidence that the 
government, instead of relying wholly 
upon court action to take John L. Lewis 
off his high horse, can use positive 
measures to shield the American peo- 
ple from the worst consequences of a 
long coal strike. 

Another possible step, urged in some 
quarters (such as former Secretary of 
Interior Ickes), would be to operate 
“strip mines” under government pro- 
tection. These mines produce about 
one-sixth of all the soft coal used. 

Eventually, both Inch lines could 
deliver as much as 400,000,000 cubic 
feet of gas daily if their use as gas car- 
riers is permanently authorized so as to 
permit effective conversion. 


g Ba. Big Inch and Little Inch pipe 
lines seem to be making far more 
headlines since they have become 
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THOSE TROUBLESOME “INCH” PIPE LINES 


merely another surplus item in Uncle 
Sam’s huge war supplies disposal pro- 
gram than they did when operating as 
a spearhead in the nation’s thrilling 
wartime struggle to break the strangle- 
hold of the Nazi submarine pack in our 
coastal waters. It is even possible they 
may yet lead to as much comment and 
controversy in political and industrial 
circles as that somewhat analogous 
Federal hangover from the days of 
World War I—the Wilson dam at 
Muscle Shoals, Alabama. 

In all fairness it should be said that 
the Inch lines performed, relatively 
speaking, more valuable war service 
than the Wilson dam, which had not 
even been completed before World 
War I terminated. But just as Wilson 
dam created a nucleus of Federal in- 
vestment in hydro power operations 
which eventually led to the Tennessee 
valley and other large-scale public pow- 
er ventures, so also there is a possibility 
that, unless the problem posed by the 
disposal of the Inch lines is solved sat- 
isfactorily and soon, they may yet be 
used in an attempt to launch Uncle Sam 
into the gas business or the oil business, 
or both. 

The Inch lines did their war job and 
did it well. That should be understood 
and admitted right off. They were built 
at a time when the normal tanker meth- 
od of shipping oil cargoes from Gulf 
ports to the eastern seaboard had fallen 
under the ominous shadow of an in- 
creasingly effective fleet of U-boats. 
The tanker fleet was doubly menaced. 
First, there was the necessity of sub- 
tracting from its numbers in order to 
place tankers into the transatlantic con- 
voys bearing the precious oil supplies 
to our overseas Allies and invasion 
troops. Second, there was the addition- 
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al strain of coping with a submarine 
enemy lurking right off our shores— 
an enemy which time and again suc- 
ceeded in torpedoing the oil-bearing 
tankers along the route from the ship- 
ping ports of the Gulf of Mexico to 
the eastern port cities supplying the 
vital New England, Middle, and South 
Atlantic states. 


INCE oil supply was an essential life 
line between these two areas, the 
obvious answer was a protected over- 
land route which could deliver vast 
quantities and deliver them continuous- 
ly. This demand ruled out our already 
overburdened railroad and truck trans- 
port system. In other words, it plainly 
meant the building of pipe lines of large 
dimension to take care of record-break- . 
ing capacity. Construction on Big Inch 
—with a diameter of 24 inches—was 
begun in June, 1942, and operations be- 
gan in January, 1943. Over 260,000,- 
000 barrels of oil have passed through 
it. Little Inch—sometimes called by 
the somewhat amusing name of Little 
Big Inch—delivered approximately 
107,000,000 barrels of oil to the end 
of its operation on August 31, 1945. 
What did these lines cost Uncle 
Sam? According to official testimony, 
total investment in construction cost 
amounted to $78,500,000 for Big Inch. 
It is 1,340 miles long, and its total op- 
erating and maintenance administra- 
tion expenses amounted to slightly less 
than $77,000,000. Its net operating in- 
come at an average trunk line cost of 
6.9 cents, per barrel of oil moved, was 
$118,000,000, exclusive of taxes, de- 
preciation, and amortization. On the 
balance, therefore, Big Inch cost Uncle 
Sam a total of $155,500,000 to build 
and operate, and has returned so far 
DEC. 19, 1946 





PUBLIC UTILITIES FORTNIGHTLY 


$118,000,000, leaving an out-of-pocket 
cost of $37,500,000, plus a slightly 
used pipe line all ready for the resump- 
tion of operation. 

The construction cost of Little Inch, 
which extends from the Texas Gulf 
coast refining area to the New York 
area, a distance of 1,475 miles, was 
$67,300,000. From Little Rock, Ar- 
kansas, eastward it is laid on the same 
right of way as Big Inch. In addition 
to its construction cost its system op- 
erating expenses have amounted to 
$59,200,000. Drawing the balance on 
Little Inch, therefore, we find a total 
construction and operating investment 
of $79,500,000, as against $59,200,- 
000 operating income, leaving an out- 
of-pocket cost of $20,300,000, plus, of 
course, Little Inch itself with its re- 
maining service life. 


pati both of these line invest- 


ments together, we arrive at a 
rough total of $235,000,000 invest- 
ment in both construction and operat- 
ing expense, and come out with less 
than $64,000,000 out-of-pocket cost 
which remains to be offset against 
whatever both lines may bring in the 
course of their final disposal as sur- 
plus property. 

It must be remembered, also, that no 
allowance is being made in these cold 
statistics as to the wartime value of the 
Inch lines in contributing the vital 
transportation service which they ac- 
complished during the dark days. If 
such value as a war weapon could be 
reduced to a dollars-and-cents figure, 
that $64,000,000 deficit probably would 
be wiped out over and over again. But 
it is, of course, impossible to evaluate, 
in terms of dollars and cents, the worth 
of a strategic weapon which not only 


helped to sway, but, in the opinion of 
all experts, actually did sway the bal- 
ance in favor of American arms and a 
critical period of war. One might as 
well try to estimate, in terms of dollars 
and cents, the value of a successful 
block-busting air raid, an amphibious 
landing, or any other triumph of the 
American armed forces. 

Fortunately for the taxpayers, per- 
haps, there is no provision under the 
law to authorize any such attempt to 
write off any war property (which has 
a surplus surviving value) in terms 
of war services performed. The tax- 
payers are entitled to, and will get, un- 
der the law, the advantage of every dol- 
lar of the sales value which the War 
Assets Administration can mobilize. As 
to this point, it looks as if the taxpayers 
already are out of the red and well into 
the black in the Inch lines, if the bids 
submitted to date are any criterion of 
the amounts to be finally realized. 

When it became apparent that the 
Inch lines were no longer needed for 
capacity oil transport operations after 
the end of the war in Europe, it was 
evident that their disposal was going to 
involve some pretty complicated ques- 
tions—questions of a sort which do not 
ordinarily arise in turning over war 
surplus property. Here are some of the 
questions raised : 

1. Should the government attempt 
to sell the lines at all, or merely keep 
them in good, normai operating con- 
dition as a literal “ace in the hole” for 
future national security? 

2. If the government should keep 
the lines, why not operate them dur- 
ing peacetime for civilian use, taking 
adequate precautions against the pos- 
sible need for sudden reconversion if 
war storms should blow up again? 


3. If it were decided to sell or lease 
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THOSE TROUBLESOME “INCH” PIPE LINES 





“There Must Be Something I Can Do About This” 











Courtesy, The Washington (D. C.) Post 


the lines to private operators, should 
not some string be attached in the form 
of keeping the lines fit for reasonably 
prompt conversion to war use in case 
of necessity ? 

4. If the government should sell or 
lease the lines to private operators, 
should they be kept in oil transport or 
be permitted to be converted to natural 
gas transportation ? 
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5. Do not the atom bomb and the 
other terrible omens of future inter- 
national conflict (if ever any should 
occur) make the lines just about as ob- 
solete as a reliably strategic war supply 
in the future, as the tankers were in 
World War II? 


N an effort to get the answers to these 
and other questions, Congress pro- 


DEC. 19, 1946 





PUBLIC UTILITIES FORTNIGHTLY 


vided in the Surplus Property Act of 
1944 that the Surplus Property Board 
(succeeded by the Surplus Property 
Administrator and more recently by the 
War Assets Administration) should 
prepare and submit a report on the best 
way of disposing of a number of com- 
plicated problems, including these pipe 
lines. Pursuant to that law, Surplus 
Property Administrator W. Stuart 
Symington on January 4, 1946, sub- 
mitted a report to Congress. The gist 
of the conclusions reached in the 
Symington report was: 

The pipe lines would be vital in the 
event of another emergency. Continua- 
tion of government maintenance in a 
nonoperating condition would be an 
unjustifiable expense. It was recom- 
mended that the lines be disposed of to 
private industry, with a recapture 
clause for the protection of national 
security. 

Big Inch and Little Inch should be 
kept in petroleum service from the 
Southwest to the eastern seaboard if 
possible. Otherwise, they should be dis- 
posed of for service to interior points. 

Conversion to gas should be consid- 
ered only if no use can be found in 
petroleum service and the national se- 
ae is otherwise adequately pro- 
tected. 


The reasons behind this brief of Ad- 
ministrator Symington for continuing 
the lines in oil service are not entirely 
clear. The Symington report admitted, 
for example, that the Inch lines pose a 
major problem in supply because of 
their large size and capacity. The report 
even raised the question whether Big 
Inch could economically acquire suffi- 
cient crude oil for operation under nor- 
mal production conditions, and in the 
absence of government control. 

As long as we were at war, of course, 
government control solved the eco- 
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nomic problem of both supply and de- 
mand at the respective ends of the Inch 
lines. It could go into the oil fields of 
the Southwest and compel the produc- 
tion, pooling, and filling at the sending 
terminal, in such a way as to insure a 
constant “fill” moving through the 
lines as rapidly as the lines could move 
it. At the delivery end on the eastern 
terminal, of course, Uncle Sam, 


through his armed forces, was more or 
less the exclusive customer during the 
war months and ever greedy for more 


supply. 


uT with the end of the war came 
the end of controls, and, signifi- 
cantly, most of the larger oil combina- 
tions at once decided to make an end 
of their business with the pipe lines. 
This was most significant. Had it been 
demonstrated that the transport of oil 
via pipe lines from the Southwest fields 
to eastern points was economically 
feasible, at prices competitive or even 
nearly competitive with tanker costs, 
surely the oil companies would have 
made some attempt to stay on dry land 
instead of putting their supply right 
back to sea in tankers. 

Thus, despite the Symington re- 
port’s conclusions that continued op- 
eration of the Inch lines in competition 
with tanker transport might be eco- 
nomically feasible (under more or less 
ideal conditions), the blunt fact re- 
mains that the enthusiasm of experi- 
enced oil operators for peacetime use of 
these lines was conspicuous by its ab- 
sence. Most of them took right back 
to the water like ducks, at the first op- 
portunity. 

It has been unofficially estimated 
that, under normal operating condi- 
tions which would prevail in an un- 
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controlled market, it might cost as 
much as seven times in transport 
charges alone to send a barrel of oil 
via pipe lines as it would via tanker 
under normal peacetime operating con- 
ditions. 

If that is so, or even nearly so, 
it would seem that it was unnecessary 
for the Surplus Property Administra- 
tor to do any further worrying about 
problems of whether the lines could be 
sufficiently supplied at the southwest- 
ern end, or whether such supply, once 
mobilized, could be met with sufficient 
market demand and distribution at the 
delivery end. 

In fact, one of the advantages of 
tanker transport is the very elasticity of 
its use. Big Inch, with its enormous 
“fill,”’ must be kept in fairly continuous 
operation or it will very speedily run a 
high fever of deficit. Tankers, on the 
other hand, are ships involving com- 
paratively small amounts of investment 
for building and operation. When the 
demand is brisk their voyages can be 
speeded up and multiplied. When the 
market falls off they can ride at anchor. 
In times of stress they can even store 
oil as temporary warehouses. In short, 
they act as continuous buffers to co- 
ordinate the variations of supply at the 
Gulf ports and demand in the eastern 
markets. 


Ww" all due respect for Admin- 
istrator Symington’s conclusions, 
a survey and report by The Oil and Gas 
Journal on the supply and demand for 
petroleum on the East coast and in the 
Midwest indicate need for a realign- 
ment in thinking about areas of the 
country which require service with re- 
spect to petroleum. 

The East coast has the oil it needs. 
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It is getting the oil in an efficient man- 
ner, at specific and centralized points 
where the oil can be handled with econ- 
omies. These points actually include 
Portland, Maine, and Miami, Florida. 
There certainly is no readily evident 
need for changing, or even supplement- 
ing, the present arrangement in trans- 
porting oil from the producing Gulf 
coast to the consuming East coast. 

Was it planned to expand the supply 
of oil on the East coast by the volume 
that can be carried by the Big Inch lines, 
rather than to keep the total volume 
as it is now and substitute the pipe lines 
for the tankers as transportation me- 
dium? 

If this took place, a further important 
question would arise in the matter of 
refinery capacity. Can the existing re- 
fineries handle the additional crude, for 
which it is doubtful that there is a bona 
fide demand, or will it be necessary to 
build additional refineries ? That ques- 
tion, in itself, carries a substantial basis 
for discussion of the economic desir- 
ability of placing the Big Inch lines in 
petroleum service. 


O F emphatically more importance to 

the over-all economy of the United 
States is the matter of supply of pe- 
troleum in the Midwest area, as indi- 
cated by the report of The Oil and Gas 
Journal. The Midwest needs oil and 
needs it now. The country will be best 
served by supplying that oil and there- 
by furthering the industrial output of 
that vast section. Also, under our new 
concept of war, the inland points will 
be the most important industrial points 
in the future. The vulnerability of 
coastal cities makes them relatively un- 
desirable for the types of production re- 
quired in a war economy. 
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Bb return to the consideration of 
petroleum deliveries to the East 
coast, the flexibility of tanker deliveries 
can never be approached by pipe-line 
deliveries. Tanker deliveries are made 
near the points where the oil is wanted. 
They extend from Portland, Maine, to 
Miami, Florida, and include Boston, 
Providence, New York, Philadelphia, 
Baltimore, Norfolk, Charleston, Sa- 
vannah, and Jacksonville. 

Pipe-line deliveries, unless exten- 
sions are contemplated, would be lim- 
ited to pin points in the New York and 
Philadelphia area. In that lack of flexi- 
bility of oil deliveries lies a very im- 
portant economic deterrent to the use 
of the lines for oil. The efficiency fac- 
tor, related directly to the economic 
consideration, would be very low. 

Extension of the pipe lines hardly 
seems to be economically feasible in oil 
service, in view of the choices of other 
media of transportation, tank cars, 
tankers, barges, trucks. 

There is no second choice in the 
transportation of natural gas, and 
therefore the matter of extensions of 
pipe lines to distant markets is a mat- 
ter of demand and supply. 

This tabulation of petroleum deliv- 
eries to the East coast in peacetime and 
in wartime gives evidence of the econ- 
omies and efficiencies that have been 
found by the oil companies in having 
tanker deliveries to the points of great- 
est demand: 


PETROLEUM DELIVERIES TO THE East Coast 


Analysis of Media of Transportation 
(Per Cent) (Per Cent) 
22 


DEC. 19, 1946 


Wwe Congress made no comment 
on the Symington report, it be- 
came the official policy of the War As- 
sets Administration. But this did not 
necessarily indicate any unanimity of 
opinion on the subject, nor complete 
agreement with the report. In the 
spring of 1946, a special subcommittee 
of the House Interstate and Foreign 
Commerce Committee held hearings to 
clarify the government’s petroleum pol- 
icy, showing how the government was 
going to get out of the oil business. 
PAW wound up its activities, but made 
no definite recommendation regarding 
the pipe lines’ use. The properties were 
advertised for sale in 34 newspapers 
and 5 oil trade magazines, and on June 
8, 1946, the bidding opened. By July 
31st, the closing date, 16 bids had been 
submitted, some planning use of the 
lines for gas, some for oil, and others 
willing to transport either or both. Not 
a single major oil producer or refiner 
was represented among the bidders. 
Some offers advanced plans to lease 
on a royalty basis, plans to remove 
parts of the line and relocate them, 
plans to organize presently unorgan- 
ized independent oil operators. 

An analysis of these 16 bids, all of 
which have since been rejected by War 
Assets Administrator Littlejohn, re- 
veals some interesting thought on the 
relative value of the Inch lines for 
transport of oil, as compared with pos- 
sible transport of natural gas. Eleven 
of the bidders proposed to continue the 
lines in the transport of oil. Five bid- 
ders submitted offers based on the con- 
version of the lines to the transporta- 
tion of gas. 

Of the 11 oil bids, 10 were obviously 
not of a character which could be 
termed “firm offers.” Of course, prob- 
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IT’S POSSIBLE TO CHARGE MORE THAN THE TRAFFIC 
WILL BEAR 


ably none of the bids could be strictly 
classified in the old-fashioned lawyer’s 
sense of the phrase “firm offer” ; name- 
ly, “cash on the barrel-head, to be paid 
over upon delivery with no ifs, ands, or 
buts.” 

The very complicated nature of this 
property — for example, the neces- 
sity of obtaining a certificate from the 
Federal Power Commission if the lines 
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were to be used to transport natural 
gas—makes it impossible to expect a 
simple open-and-shut deal without 
qualification or contingency. 

But 10 of the 11 oil bids would hard- 
ly qualify as firm offers, even under the 
most liberal use of that term. And it is 
very debatable if the eleventh offer 
could have so qualified, as we shall see 
presently. 
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HE 10 “nonfirm” oil bids (to coin 

a phrase) involved proposals 
which were contingent upon either time 
to perfect tentative plans, government 
credit, government financing of addi- 
tions or changes, or government par- 
ticipation in the management of opera- 
tions. Running over the 10 bids briefly, 
so as to view them in this light, we have 
the following list : 


1. W. Lee Clements proposed to 
lease both lines on a royalty basis, with 
an option to purchase at depreciated 
cost. 

2. L. M. Gkasco and associates 
wanted RFC financing and a 50-year 
royalty lease to break up Little Inch 
and move it to California. 

3. John R. Moroney and associates 
would lease both lines on a royalty 
basis for either oil or natural gas. 

4, Dr. John Bauer and his associates, 
including former Federal Judge Thur- 
man Arnold and former Interior Un- 
der Secretary Abe Fortas, would form 
a “mutual codperative corporation” to 
“purchase” the lines by “executing a 
debt instrument in the form of a loan 
from the government,” with necessary 
“private funds” to be raised on the se- 
curity of first charges against operat- 
ing income. 

5. Sinclair Refining Company was 
interested in purchasing or leasing Lit- 
tle Inch, but only from Phoenixville, 
Pennsylvania, into New York harbor, 
and submitted no definite bid. 

6. John Salmon and associates would 
organize a corporation to operate the 
lines as “common carriers” for a 
“straight royalty” of about a half cent 
per barrel. 

7. Russell Palmer and associates 
were willing to put up $135,000,000 
for both lines as oil carriers, or $115,- 
000,000 as gas carriers, but payment 
would be made in “first mortgage in- 
come pipe-line bonds,” principal and 
interest to be paid out of net operating 
income. 

8. Nyack Oil Corporation offered to 
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make a minimum down payment, plus 
first mortgage sinking-fund bonds 
amounting to $80,000,000. 

9. Frank McGraw wanted to lease 
on a royalty basis and acquire eventual 
title after royalty payments of $146,- 
000,000 less depreciation. 

10. Ryford Pipe Line Company 
wanted to undertake the organization 
of independent refiners to buy Little 
Inch for $30,000,000 and lease Big 
Inch for five years, with an option to 
purchase at $40,000,000. 


_ will be seen, in these 10 bids, that 
very little actual hard money was 
proposed to be “put on the line.” In a 
somewhat different category was the 
eleventh oil bidder, which, according to 
Washington gossip, was very nearly 
successful until John L. Lewis broke 
his coal strike almost under the noses 
of parties as they were preparing to 
sign up. When that happened, how- 
ever, almost overnight the atmosphere 
around War Assets Administration 
seemed to change. The rejected almost 
successful bidder was Big Inch Oil, 
Inc., a Delaware corporation, headed 
by a New York consulting engineer, 
Charles II, Smith, in association with 
Oscar Cox, well-known former New 
Deal official who was at one time coun- 
sel for the Export-Import Bank, and 
said to be the author of the Lend Lease 
Act. 

Big Inch offered $110,000,000 for 
both lines, to be used to transport oil, 
$66,000,000 of which would be paid 
upon the closing date and the balance 
of $44,000,000 to be turned over to the 
government in the form of “income de- 
bentures.” These debentures would 
bear an interest rate of 4 per cent, which 
would be payable out of earnings, but 
only after the payment of interest on 
other bonds or publicly held debt obli- 
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gations of the corporation, and after 
dividends on preferred and common 
stock (the latter to the extent of 10 
per cent). 

Another interesting feature of this 
Big Inch bid was the fact that “closing 
date” would be contingent on the cor- 
poration successfully completing its fi- 
nancing plans to the extent of coming 
into the possession of proceeds from 
the sale of its securities other than the 
income debentures already mentioned. 


OMING now to the five bids for the 
Inch lines on the basis of natural 
gas transportation, we see more evi- 
dence of a disposition to put real money 
on the line. Even these gas bidders 
could hardly be said to have submitted 
absolutely firm offers. But they certain- 
ly differed from some of the oil bid 
propositions, which looked suspicious- 
ly like simple proposals to play poker 
with Uncle Sam’s chips. The gas bids 
suffered somewhat under a handicap 
because there were no specifications for 
this type of bid. Each bidder had to 
figure out for himself what the most 
effective approach would be. Here is 
a brief précis of the five gas bids, such 
as they were: 


1. Robert J. Bulkley and associates 
offered to pay $85,000,000 fifteen days 
after the issuance of Federal Power 
Commission registration statement. 

2. J. W. Crotty Associates offered to 
pay $127,000,000, but only $5,000,000 
down and the balance when the lines 
could be converted to gas operations— 
not exceeding three years. There was 
an important additional condition in 
this bid; namely, that the FPC permit 
the sale of gas at 30 cents per thousand 
cubic feet. Apparently this was an in- 
teresting attempt to fuse the surplus 
property deal with a regulatory guar- 
anty. 
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3. Glenn H. McCarthy Associates 
offered $80,000,000—all cash if re- 
quired—but preferably in three instal- 
ments within six years at 4 per cent 
interest. 

4. E. Holley Poe & Associates sub- 
mitted a combination bid of from $80,- 
000,000 to $100,000,000, the differ- 
ences to be paid in royalties of 54 cents 
per thousand cubic feet of gas trans- 
ported in excess of a certain minimum 
operating standard. As an alternative 
the Poe interests would lease for forty 
years, paying the government a similar 
royalty. 

5. The Transcontinental Gas Pipe- 
line Company bid $85,000,000 cash, 
with an alternative arrangement, in the 
event the government would require 
Little Inch to be continued in petrole- 
um transport. 

Following the submission of all these 
bids, pressure mounted in the WAA to 
sell the lines as soon as possible, but 
the agency hesitated. In September, the 
WAA Administrator invited interested 
Federal agencies to sit on a joint dis- 
posal board, supposedly to formulate 
disposal policy. Agencies invited were 
Army, Navy, Interior, FPC, ICC, and 
RFC, All declined for various reasons, 
and it was covertly whispered that they 
had been asked merely to approve the 
already formed pro-oil stand of WAA. 
But by this time it was apparent that 
WAA itself (at the top level, at least) 
preferred to await some congressional 
mandate about sale of the pipe lines. 
Oil proponents insisted that Congress 
had passed up a chance to lay down any 
disposal rules during the summer. 
There was still one congressional quar- 
ter to be heard from—Representative 
Roger C. Slaughter’s (Democrat, Mis- 
souri) House Surplus Property Com- 
mittee. 

Seeking to discover why the lines 
had not been sold more than a year 
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after they had been declared surplus, 
the Slaughter Committee prepared a 
broadside against the WAA, and 
planned to impale the agency on a 2- 
pronged dilemma. 


j= what happened over the week- 
end of Friday, November 15th, to 
cause WAA Administrator Littlejohn 
to change his mind about the propriety 
of gas use has not been made public. 
There are a number of stories still go- 
ing around Washington. One of the 
more plausible is that RFC Director 
George Allen put his foot down at the 
last minute on the attempted sale of the 
lines to one of the “oil use” bidders. 
Whatever the circumstances were, it 
was apparent that some responsible 
folks in the administration suddenly 
realized that a worse time for turning 
the Inch lines over to a very debatable 
venture in oil transport could hardly 
have been selected than on the eve of 
a national coal strike. 

News comments, editorials, and 
even cartoons, such as those depicted 
on pages 799 and 803, began to pop up 
all over the country to the general effect 
that the Inch lines could be made Un- 
cle Sam’s most potent weapon against 
the annual coal strike hostilities of John 
L. Lewis. Viewed in this light, the 
WAA action in turning over the lines 
to an oil bidder at such a moment might 
well have made the administration 
seem ridiculous. 

At any rate, when the Slaughter 
Committee hearings opened on Tues- 
day, November 19th, General Little- 
jolin created somewhat of a stir with 
the announcement that he had rejected 
all 16 bids, ostensibly because they were 
“too low.” That, at least, was a polit- 
ically sound reason. But more sophisti- 
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cated observers actually saw in General 
Littlejohn’s action a desire to turn the 
whole headache over to somebody else 
and—preferably—to await a more defi- 
nite congressional mandate as to policy. 

The Littlejohn statement did not 
avowedly make an aboutface on its pre- 
vious oil policy. It merely pointed gut 
that the original Symington report had 
been based on recommendations of the 
Army-Navy board as to the require- 
ments of national security in keeping 
the Inch lines fit for a resumption of 
oil transport in case of need. But, the 
Littlejohn statement went on to say 
that a more recent view of the armed 
forces is apparently reconcilable with 
the use of the lines for gas, if proper 
precautions are taken. The plain infer- 
ence was that the WAA is now much 
more sympathetic to natural gas propo- 
sitions than it was when the original 
bids were received. 


yeeres under pressure of the 
coal strike crisis, demands be- 
gan to be heard for the immediate use 
of the lines to ship natural gas to the 
eastern seaboard. Chairman Slaughter 
referred to some conversations he had 
had with gas interests and the possibil- 
ity of “emergency” conversion of the 
lines, perhaps soon enough to play a 
part in relieving the coal strike. The 
general view prevailing in the gas in- 
dustry, however, was that this line of 
discussion was likely to be too optimis- 
tic and to oversimplify the complicated 
problem of (1) getting the lines in fit 
condition to transport anything at all, 
and (2) thereafter rigging them up in 
such a way as to transport gas instead 
of oil. Even on an emergency basis, this 
would all take time. 

It was Secretary Krug himself who 
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Terms of the Emergency Temporary Lease of Inch Lines 
To Tennessee Gas & Transmission Company 


. The company will pay the government rental of 6 cents per thousand 
feet of gas sold. 


The company assumes all obligations and liability for operation and 


maintenance of the lines. 


The company assumes collateral government responsibilities during 


operations. 


The company agrees to restore the lines to their condition prior to 


the lease. 


The company will operate the lines under the direction of Interior 


Department or other agencies. 


The term of the lease is to be 120 days from December 1, 1946. 





broke the news to the Slaughter Com- 
mittee on December 2nd that the gov- 
ernment had decided to lease the lines 
for an emergency period of 120 days 
to the Tennessee Gas & Transmission 
Company. Inasmuch as this company 
was not one of the original bidders, and 
was not proposing to operate the lines 
except on a partial and emergency basis, 
the inference was allowed to go out that 
Tennessee would not be in the picture 
for the permanent disposition of the 
lines. There also was a pretty fair in- 
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ference that, once the lines were con- 
verted to natural gas, they would not 
thereafter be returned to petroleum. 
Several of the “oil use” bidders 
turned up at the committee to protest 
this conversion. Thurman Arnold, ap- 
pearing for Dr. John Bauer, warned of 
the importance of breaking up monop- 
oly. He referred to the Inch lines as 
being in the same position as Muscle 
Shoals after World War I. That, of 
course, suggested eventual public own- 
ership. 
DEC. 19, 1946 
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HE Federal action was taken a few 

hours before Secretary Krug, who 
also is Solid Fuels Administrator, ap- 
peared before the House (Slaughter) 
Committee Investigating Disposals of 
Surplus Property in response to a sub- 
poena issued late in November. The 
subpoena followed Mr. Krug’s nonap- 
pearance when requested to explain de- 
lays in preparing the pipe lines to help 
relieve the shortages created by the coal 
strike. 

Mr. Krug said that the government 
had not taken definite steps until the 
walkout was an actuality “because we 
wanted to give the United Mine Work- 
ers and its men every possible benefit 
of the doubt that they would live up to 
their agreement with the government.” 

It appeared that the subpoena was 
forgotten when Mr. Krug took the wit- 
ness chair. He brought news that 
pleased and surprised the investigating 


group. 


yg Secretary of Interior 
Davison had previously testified 
the Interior Department had an infor- 
mal understanding with WAA to ex- 
plore the possibility of war gas service. 
He revealed that Interior has sought 
technical data from the WAA and the 
Federal Power Commission to deter- 
mine whether (1) emergency use is 
feasible and (2) whether the govern- 
ment should operate the lines on an in- 
terim basis, or whether that should be 
done by a private operator. 

That about brings us up to date (as 
these lines are written) on the trouble- 
some problem of disposing of the Inch 
pipe lines. But from this background 
and the currently changing atmosphere 
in Washington, the following ideas as 
to future possibilities have emerged: 
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A. That some, or possibly all, of the 
oil bids were made with tongue in 
cheek, by bidders who at least had rea- 
son to expect that the lines could not be 
profitably operated as oil carriers and 
that the successful bidder might “fall 
on his face” financially, in attempting 
to operate the lines for oil. Would not 
the government then be under some ob- 
ligation to give such bidder an oppor- 
tunity to work out of his difficulties by 
converting the lines to natural gas? 
The inference in this suggestion is that 
a bidder, once obtaining possession of 
the lines for oil, might eventually be 
able to work out some arrangement 
with the government for their more 
practical use as gas carriers. 


B. Certain public ownership forces 
within the government would likewise 
not be too unhappy if the lines were 
sold or leased for oil to a bidder who 
would “fall on his face” and collapse. 
Under such circumstances the govern- 
ment would have to take the lines back 
through default of outstanding obliga- 
tions of the bidder, and a new case 
could be made out for the government 
to engage, itself, in gas operations, 
since it could then be urged that “pri- 
vate enterprise had had its chance and 
failed.” This entering wedge of Fed- 
eral public ownership into the gas busi- 
ness would be better done under this 
long-range pattern, in view of the pres- 
ent strong economy winds blowing 
around Washington, D. C., which 
would seem to foreclose any present 
attempt to launch the Federal govern- 
ment into operation of the lines for 
utility service. 

C. The arguments in the Syming- 
ton report about the risk of converting 
the lines to gas use—when they might 
later have to be disrupted by a recon- 
version for oil use in case of an inter- 
national emergency—are pretty well 
exploded. Any civilian use of these 
lines, whether for oil or gas, is going 
to build up a certain fuel supply and 
distribution pattern which would be 
severely jolted in case the military had 
to commandeer the lines once more. 
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Obviously, a sudden dislocation of the 
nation’s oil transport system would 
throw the fuel supply picture out of 
kilter, just as much as if the lines had 
to be taken suddenly out of natural 
gas service. There is also some mili- 
tary sense in keeping the tanker fleets 
intact instead of forcing their dispersal. 
D. While the Inch lines of them- 
selves could not furnish more than a 
small fraction of the substitute fuel 
needed to break John L. Lewis’ stran- 
glehold, it would at least crack King 
Coal’s monopoly. This monopoly has 
always been Lewis’ strongest bargain- 
ing point. With coal prices climbing, 
the Inch lines could deliver gas so 
cheaply, even though in relatively small 
amounts, that the consumers, the gov- 
ernment, and everyone else would sud- 
denly begin to wonder why this cheap, 
clean, and efficient fuel had not been 
used, instead of coal, for many pur- 
poses long ago. There would be in- 
creasing sentiment for even more pipe 
lines to carry more gas, and eventually 
the competition would be a factor that 
could bring old King Coal to his knees 
and set John L. Lewis on the skids. 


N= realizes the high stakes in 
this situation more than the as- 
tute Mr. Lewis himself. For years both 
Lewis and the mine operators have al- 
ways managed to agree very well and 
join forces very effectively against 
the expansion of natural gas pipe-line 
facilities wherever possible. Railroad 
interests and railroad labor have like- 
wise joined this unavowed alliance. 


Even some state officials, as in Penn- 
sylvania, have helped to man the barri- 
cades against the pipe lines. But the law 
of economics is inexorable. Every time 
the price of coal goes up, the advent of 
a more comprehensive natural gas pipe- 
line supply becomes more inevitable. 

Testimony before the recent special 
investigation of the FPC indicates that 
the nation’s natural gas reserves are 
good for some period in the neighbor- 
hood of thirty years. Proper planning 
and construction of feeder pipe-line 
systems could utilize much of the flare 
gas now daily being wasted in the oil 
fields. 

Even at the end of the nation’s nat- 
ural gas reserves—whether that day be 
thirty years more or less away—there 
is the possibility (already commented 
upon by experts) of utilizing these lines 
to transport gas economically made 
from coal. And, of course, there is also 
the possibility that atom research de- 
velopment may make the whole Gas v. 
Coal fuel issue a moot question at a 
much earlier date than thirty years. 

Whatever eventually happens to the 
Inch lines, it now begins to appear that 
it will be the new 80th Congress which 
will write the prescription. John L. 
Lewis’ coal miners seem to be digging 
themselves figuratively into a hole and 
sooner or later they are bound to un- 
cover—of all things—a pipe line. 





66 PP ageneninee og" interference with collective bargaining 
continues. There is no longer any adequate justifica- 
tion for such interference. It is resented by workers. It is 


equally resented by most employers . . 


. Most important of 


all, this continuance of governmental interference with true 
collective bargaining is grossly injurious to the efforts which 
are being made to restore our economy to robust health.” 
—Ge0RGE MEANY, 
Secretary-treasurer, American Federation of Labor. 
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Is Public Power ‘Taking Over? 


The stoppage of private hydro developments cited by the 

author as striking evidence of the result of various government 

policies aimed at handicapping private enterprise in favor of 

Federal projects. Is Congress at last becoming aware of what 
1s happening? 


By T. N. SANDIFER* 


YOUNG veteran of the Philip- 
A pines’ Leyte fighting came to 
Washington recently to turn in 
the Congressional Medal of Honor 
awarded him by his government, on 
the ground that the same government, 
before he could properly put his uni- 
form in moth balls, was in process of 
dispossessing him and 700 other farm- 
ers, to make room for a “flood-control” 
project. 

He unwittingly dramatized a prob- 
lem, in a way the public could grasp, 
that Congress has wrestled with all dur- 
ing consideration of pending and cur- 
rent appropriations—where does the 
government call a halt in public power 
expansion, or is it going to? Is the 
government, under needling of public 
power forces, going to ferret out every 
stream valley, and put a “flood-control” 
project over its face, dispossessing, if 


*Technical editor and business journalist, 
Washington, D. C. 


necessary, the populations that might 
otherwise only be flooded occasionally, 
until project is piled on project, and 
there are no more sites to develop? Are 
government projects in future to be 
weighed by Congress as to whether they 
are, in fact, to control floods, or are 
new public power installations, in the 
guise of flood controls ? 

Congress came nearer the edges of 
this matter in recent appropriation 
wrangles than in any previous session. 
It is no secret that some areas of the 
country have more public power than 
they have places to put it, now that 
war plants have closed. It has not been 
so evident that public power officials 
were actually engaged to larger extent, 
in certain cases, in promoting new out- 
lets for power than in administering 
the projects under their charge in par- 
ticular areas. 

Once the spores of a government 
activity are planted, however, no mat- 
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IS PUBLIC POWER TAKING OVER? 


ter how dark the corner, they germi- 
nate. Sooner or later, Congress gets a 
request for more money, lots more. 
Frequently this request comes very 
suddenly. But it brings the light. 


(Fz in Interior Department, when 

Mr. Ickes reigned, a modest little 
office was started with the promise by 
its chief to a congressional committee 
that the staff would be “held to a mini- 
mum.” 

The job was to be just inciden- 
tal, “a small supervisory agency” 
that would run the details for hard- 
worked Mr. Ickes, of supervising 
Bonneville, Southwestern Power, and 
other power activities. Now, this little 
flowering bureau wants some money. 
Southwestern has been authorized to 
market its own power, and the same is 
true of some others. But there are va- 
rious power projects for which no such 
facility exists, hence this little one-man 
office, so to speak, must now develop 
a field organization. It contemplates, 
among other expansion plans, local.of- 
fices in public power areas where no 
direct responsibility exists for finding 
power markets. 

In short, it becomes a sales force 
for public power. 

Congressmen sat up. Where is all 
this power and why? Then they began 
to hear of 20-year programs for run- 
ning transmission lines over the South- 
west and elsewhere. They were told 
that field offices were necessary not 
only for power projects built, but for 
some yet to be built ; among others, by 
the Army Engineers, to be paid, inci- 
dentally, with deficiency appropria- 
tions—money voted to make up short- 
ages in funds already allotted but 
claimed later to be not enough. 
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HE Rivers and Harbors Act of 

1944 established Interior as the 
responsible agency for marketing and 
distributing power arising from Fed- 
eral projects. The transmission lines 
are being set up to move existing fed- 
erally produced power, and power to 
come from projects yet to be built. It 
was not denied that these lines would 
parallel private lines in some localities. 
The explanation was that the govern- 
ment’s lines would be big wholesale af- 
fairs, not to be compared with little 
local private lines, but the admission 
was there anyway. Here, then, in one 
department, it is evident that the gov- 
ernment is building lines to move gov- 
ernment power, and an agency is being 
expanded to help sell this power, all 
according to law. 

Therefore, it should be no surprise 
to find private power interests be- 
fore another committee, engaged in 
studying War Department “projects,” 
asking the committee just where it is 
expected that private power will come 
in, with all this public power being built 
and a surplus of power in sight al- 
ready. 

And, reverting to the case of the 
veteran referred to above, these private 
interests, so far, have got just about 
where the soldier did. He was politely 
told not to surrender his Congressional 
Medal of Honor ; that he would not lose 
his farm—yet. He got the idea and, on 
leaving town, announced he would be- 
gin looking for another spot. Probably 
on a hill, in a desert. 


oe a look at the government’s 
20-year transmission line idea, and 
those field sales forces for government 
power, private power company spokes- 
men pointed out that even as matters 
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stand there is no place in the United 
States where private interests are 
building a major hydroelectric plant at 
this time. On the other hand, until the 
present government program began to 
flower, 100, or perhaps 200, had been 
built for power by private industry. 

In short, Congressmen suddenly 
realized at this session that private 
building of important hydroelectric 
plants had stopped. Significantly, the 
last such important plant, it was re- 
called, was a $10,000,000 construction 
job on the New river, in Virginia, 
launched during the depression. Then 
the government took over the job of 
providing employment, on a mass scale. 

Conceding, in the memory of those 
days, that it was undoubtedly a good 
thing the government did take over, 
the argument, nevertheless, is being 
used today that it is still necessary for 
the government to remain in this field, 
so far as power expansion is involved. 
It is flatly claimed by public power ad- 
vocates, in Congress or out, that only 
the government has the money and the 
facilities to provide power today on the 
scale needed. That, in short, private en- 
terprise is unwilling to do the job in 
many cases and the government must 
do it. 


4 oor this is not the whole story, 
private power spokesmen have 
tried to impress Congress. They are 


e 


not undertaking such developments at 
present, it is true, but primarily because 
they are unwilling to challenge govern- 
ment competition, especially when that 
competition is using a stacked deck, so 
to speak ; the government has the pri- 
vate company’s tax money, as well as 
many other tax moneys, to use, and 
while the private company pays that 
tax for the government to use against 
it, the government enterprise will pay 
no such tax. The private company must 
be sure it can sell its power and show 
a profit. The government has no such 
concern. 

Senator Bailey, North Carolina, 
moveover, pointed out in a committee 
session there is also the fact that the 
Federal Power Commission now has a 
policy of requiring a private company, 
as a condition to being granted a license 
to build on a navigable stream, to agree 
to forfeit its rights and interests after 
fifty years. There is no incentive for 
private investment in that kind of ven- 
ture. 

To clinch this point, the Senator re- 
called the case of the Aluminum Com- 
pany of America that wished to build 
a dam at a water-power site it owned 
at Nantahala, North Carolina, on the 
Yadkin river. It was going to spend 
$27,000,000 on it. When the company 
started to build, “the government” 
stepped in. 

Aluminum Company was objective 


as the responsible agency for marketing and distributing 


q “THE Rivers and Harbors Act of 1944 established Interior 


power arising from Federal projects. The transmission lines 
are being set up to move existing federally produced power, 
and power to come from projects yet to be built. It was not 
denied that these lines would parallel private lines in some 


localities.” 
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about it. “All right,” the company said 
in effect, “what we want up here is 
power. You build the dam, and we will 
buy the power.” However, the Senator 
added, the government did not build, 
so the water is still running down the 
stream. Nobody built. 


HE Senator cited another aspect 

of the matter, in this same discus- 
sion: “The state of North Carolina 
taxes the power company on 6 per cent 
of its gross receipts, also the state gets 
an income tax. Counties and cities get, 
for very good local purposes, what we 
call the property tax. When the Federal 
corporation steps in there and builds, 
there is no tax at all to the state. Con- 
sequently they can sell the power at that 
much less.” 

Summing it all up, he added: “I am 
not wondering that under the present 
policy there is no great disposition for 
new projects in America. I do not hesi- 
tate to say that, if we go on as we have 
been going, the time will come when we 
will have to depend altogether on gov- 
ernment appropriations.” 

He was joined in these comments by 
Senator Thomas, no friend of the then 
Secretary of Interior, who said: 

“T am not agreed at all to the build- 
ing of water-power plants and building 
transmission lines and distributing 
lines, and going into towns to under- 
sell the towns at a figure private com- 
panies cannot compete with, and for 
many reasons—the principal one being 
that we cut off the sources of taxes in 
the town, county, state, and nation. In 
line with the suggestion made by Sena- 
tor Bailey, the present policy will soon 
find us where we will have to go to tax- 
ing the production of electricity in pub- 
lic power plants to offset the tax we are 
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losing by killing off private power 
plants.” 


Me than in any recent considera- 
tion of the matter before Con- 
gress there was a disposition in this 
session to try to define a cut-off point, 
a place where a Federal project became 
either an avowed public power project, 
or could still be judged on its merits as 
a water-control effort, with power only 
an incidental result. 

There has been impressive testimony 
to the fact that, until about 1932 or 
1933, there was practically no Federal 
power except where it was incidental 
at Bureau of Reclamation projects. 
Public power was launched on a 12- 
year expansion era at that time, ini- 
tially in the guise of essential work- 
making programs financed by the U. S. 
Treasury. 

When the various congressional 
committees studying power develop- 
ment in the recent session got into the 
question of when public power ceased 
to be an incidental and was, in fact, the 
real reason for a project, some interest- 
ing phases were developed. 

In Oklahoma, according to Senator 
Thomas, the situation is no problem; 
there is a local agreement, he recalled, 
that at dams constructed by the gov- 
ernment for flood control, incidental 
power will be sold 100 per cent to local 
private power companies. These com- 
panies can do so at a saving on their 
steam expense and, if necessary, can 
close down their steam plants and use 
hydroelectric power for their require- 
ments. Incidentally, this policy paid off 
in various communities during the coal 
strike where these local companies used 
hydroelectric power to the exclusion of 
steam. 
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Development of Electricity in Dry Periods 


coy” dry periods, as they occur in the West, not much hydroelectric 

energy might be developed, in which case the local companies 

switch back to steam. The system in this instance permits the govern- 

ment to sell every kilowatt it can produce in flood times, and the senti- 

ment has been expressed that, if this arrangement could be uniformly 

applied over the country, the place of public and private power would 
be established.” 





| dry periods, as they occur in the 
West, not much hydroelectric en- 
ergy might be developed, in which case 
the local companies switch back to 
steam. The system in this instance per- 
mits the government to sell every kilo- 
watt it can produce in flood times, and 
the sentiment has been expressed that, 
if this arrangement could be uniformly 
applied over the country, the place of 
public and private power would be es- 
tablished. 

However, and private power spokes- 
men point this out, such a situation ap- 
parently envisages the fulfillment of 
what is now only a. trend—the private 
companies will do no building of their 
own, and will rely for power solely on 
government projects. Thus, they be- 
come outlets for government-built 
power. This obviously does not answer 
the question of government competition 
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with private power, as it already exists, 
as shown by the so-called 20-year plans 
for transmission lines, the requests 
from this Congress for funds to ex- 
pand the government’s power sales 
force, and the projected developments 
for government power. 

Nor does it answer another question 
—the overproduction of government 
power. Except during contingencies 
such as the coal strike, this happens to 
be a currently pressing problem that 
will grow acute in any major industrial 
letdown. At one phase of TVA’s ex- 
pansion, for illustration, power from 
that government enterprise so far over- 
reached its market that it had to be 
absorbed elsewhere, to the exclusion of 
any private developments that might 
otherwise have been launched. There 
are other examples, particularly in the 
Pacific Northwest since the war. 


814 





IS PUBLIC POWER TAKING OVER? 


U NDER normal conditions, the coun- 

try faces an expanding power de- 
mand, especially in industry, but there 
is no guaranteed “normal.” 

There is also the requirement in pres- 
ent law, dealing with flood-control 
projects, that “preference in the sale of 
such power and energy shall be given 
to public bodies and codperatives.” 

Another provision reads : “The Sec- 
retary of the Interior is authorized, 
from funds to be appropriated by Con- 
gress, to construct or acquire by 
purchase or other agreement only such 
transmission lines and related facilities 
as may be necessary in order to make 
the power and energy generated at such 
projects available in wholesale quanti- 
ties for sale on fair and reasonable 
terms and conditions to facilities 
owned by the Federal government, pub- 
lic bodies, codperatives, and privately 
owned companies...” 

Summed up, there is the authority 
for giving preference in the sale of pub- 
lic power to public power agencies, and 
to build the necessary lines, or buy them 
if they already exist, to get the power 
to such outlets. 

There is an incidental question of 
the amount of firm power at some of 
these government projects where pow- 
er is actually secondary to flood control. 
In flood times the control reservoirs 
will fill up, and in running this flood 
water over the spillways, power will be 
generated. In dry periods, there may 
not be enough water impounded. Or, in 
an actual case in Texas, a flood-control 
dam holds so much water in relation to 
the power units installed that one of 
two results follows: More power in- 
stallations will be needed to utilize the 
water as power, or the water dams up 
and the reservoir loses its power to ab- 
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sorb more water if another flood occurs 
meanwhile. 


eee power spokesmen stressed 
this argument during consideration 
of pending projects. They pointed out 
that the same storage space cannot effi- 
ciently be used for both flood control 
and power. If the water is impounded 
in sufficient quantities to produce a 
stated amount of firm power, the dam 
loses its function as a reservoir in flood 
times. Contrariwise, if empty, to con- 
tain an anticipated flood, no water is 
available for power. Private companies, 
having a stated outlet demand, with 
known peaks, must have firm power. 
The government can, as some public 
power advocates claim, sell all the pow- 
er it makes, high water or no water, 
and not lose anything, because the pow- 
er is incidental to the control project 
which serves a purpose. The power 
might not be needed in the quantities 
that would be produced, but, as these 
advocates say, “‘the country is develop- 
ing quite rapidly.” 

This still does not answer the private 
companies’ argument that incidental 
power is not necessarily firm power, 
which is primarily the requirement of 
private companies. They might, as a co- 
incidence, buy all the power available 
and, as public power men claim, at low 
rates, but this would be accidental. 


7. HE government cheerfully faces 
another intangible in its power 
projects, that a private company has to 
weigh very carefully—will the power 
be needed at the time the project is com- 
pleted? This also happened in the war. 
There was, incident to war production, 
no real excess power, and, if materials 
and other agencies had permitted, it is 
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reasonable to believe that a number of 
projects close to the heart of the then 
Secretary of Interior would have been 
pushed as vital power developments. 
They would now, of course, be depend- 
ent on the country “developing very 
rapidly,” unless, as some would, they 
displaced existing private power in 
their field. 

Under the stress of war not much 
consideration was given these ques- 
tions. That period found the Federal 
Power Commission, as well as others, 
contending that the power demand 
would be greater and ever greater ; that 
unless specified projects were completed 
and their power coupled up, shortages 
would ensue. There was the probably 
remembered case of certain West coast 
lines that J. A. Krug, as a War Pro- 
duction Board official at the time, could 
not see his way to authorize. The 
charge was made at Interior that he 
was virtually pulling the power plug on 
West coast shipyards that were turning 
out war-essential ships. Well, those 
yards are empty now, and some of the 
latest headaches include one or more 
about what to do with them. 


ig certain dreams come true, their 
vast acreages will again be hum- 
ming; but the suggested possibilities, 
adaptation for oil-tank farms, refinery 
sites, and possibly small chemical 
plants, do not point to any power de- 
mand comparable to the war loads once 
foreseen. A number of projects were 
held up, even in the war years, as not 


having a sound justification. Certain 
Federal power developments were com- 
pleted at the start of the war, before 
any adequate power market existed, and 
found a temporary outlet in war. These 
plants are still standing, and their ad- 
ministrators must again find a normal 
market which they had failed to find 
prior to the war. 

There is, on the word of private 
power spokesmen at least, an exten- 
sive surplus of power at the present, 
excluding strike situations. This situ- 
ation was reviewed in detail by Edward 
Falck, in discussing earlier projects, 
when he was still with War Produc- 
tion Board. There is other amplifying 
testimony. 

However, the situation is not alone 
one of the facts. There is an enormous 
public power pressure, in Congress and 
on Congress, from regional influences. 
The public in a given locality is not too 
greatly interested in the technicalities 
of the proposed development. it still has 
the prewar outlook on a “government” 
project coming into the community. 

It is only when several hundred per- 
sons in a small community are dispos- 
sessed for keeps by the government, 
instead of merely inconvenienced for a 
few days by a flood, that the realities 
of government flood control strike 
home. 

Then, the question may be raised 
as to how much the project is really 
needed. Meanwhile, Congress has 
shown an increasing disposition to look 
into the matter. 





Q‘ts= thesis that government public works and other types of spending 


should be concentrated in depression periods is now generally 
does not call for large expenditures to prevent re- 


But such a policy 


adopted. 


adjustment in prices and costs that is bound to follow the end of the 
period of inventory accumulation now under way.” 
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—EprroriAL STATEMENT, 
The Journal of Commerce. 
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More for Your Money 


Philadelphia Electric Company inaugurates news- 

paper advertising campaign to educate its customers 

that cost of electricity has been reduced 47 per cent 

and use of electricity has doubled in the past fifteen 
years. 


By ROBERT C. COX* 


lic’s willingness to acknowledge 
a good service job, even though 
they know little or nothing about rates. 

That’s the opinion of Philadelphia 
Electric Company after face-to-face 
survey talks with more than 11,000 
customers in Philadelphia and four 
surrounding counties served by the 
company. 

As happened to all business, war 
with its shortages of materials and 
man power imposed great hardships on 
Philadelphia Electric. 

Although no effort was spared to 
keep service up to its usual high stand- 
ard—and both homes and industries 
were served with an almost perfect 
score—it did become necessary during 
those tragic years of denial to eliminate 
some “luxury touches” that previous- 
ly had lent personality to the company’s 
way of satisfying customers. 

With more than 1,100 of its 6,500 


*Publicity manager, Philadelphia Electric 
Company, Philadelphia, Pennsylvania. 


7 ou can pin your faith in the pub- 
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employees in the armed forces, Phila- 
delphia Electric also faced the grievous 
shortcomings that go hand in hand 
with lack of man power and incom- 
pletely trained new employees. 

The management of the Philadel- 
phia Electric Company believed such 
conditions were loaded with possibili- 
ties for future trouble, and it was only 
natural that it should be eager to 
learn how much, if at all, the company 
had suffered in public esteem because 
of this compulsory pruning of its cus- 
tomary service. Its concern was fur- 
ther heightened by the fact that there 
had been ten years of national pub- 
licity unfavorable to public utilities in 
general, and that utility service was 
still limited by government-imposed 
brown-outs and other wartime incon- 
veniences. 

A record of customer calls, which 
had always been an accurate index to 
the public pulse, showed that fewer in- 
quiries were being received. There was 
no ready explanation for this drop. Did 
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it reflect increasing satisfaction with 
the utility service rendered by the Phil- 
adelphia Electric Company, or was it 
simply the result of a “don’t care” atti- 
tude on the part of dissatisfied custom- 
ers? These questions needed a definite 
answer, in the opinion of those who 
operate Philadelphia Electric Com- 
pany. As a consequence, a custonter 
opinion survey was authorized to deter- 
mine the reason. 


| baer before peace was in sight their 
plans were completed. With the 
fighting in Europe ended, and atomic 
bombs falling on Japan, the company 
launched a comprehensive public opin- 
ion survey. 

Fifty college men were engaged, 
through the convalescent placement bu- 
reau of the armed forces, to do the field 
work, Following a period of intensive 
training, these fifty were boiled down 
to twenty-five skilled interviewers who 
started their rounds of the company’s 
627,000 domestic customers. 

The survey was confined to residen- 
tial customers. Residents of commer- 
cial-rate apartment houses, whose ten- 
ants have no direct dealings with the 
electric company, were not interviewed ; 
nor were commercial-rate customers in- 
cluded in the survey. 

Philadelphia Electric serves 433,000 
domestic customers in the city of Phila- 
delphia with electricity alone. In the 
adjoining suburbs the company serves 
an additional 194,000 domestic cus- 
tomers, 138,000 of them with gas as 
well as electricity. For this reason, spe- 
cial questionnaires were prepared for 
the suburban territories, in order to 
measure the public attitude springing 
from the gas service as contrasted with 
the electric service. 
DEC, 19, 1946 


_ assure an accurate cross section, 
as well as to make possible a 
mathematical check of all findings, the 
calls to be made were carefully plotted 
in advance. 

Original plans called for visiting 5 
per cent of the company’s customers if 
necessary to prove the results. Daily 
tabulations were kept and, after 11,633 
interviews, made between August and 
October, 1945, it was found that addi- 
tional answers no longer affected the 
total result. 

At that point the interviews were 
halted and the long process of tabula- 
tion and analysis begun. 

The interviewing technique em- 
ployed in this survey had been unique 
in one respect. During the first part of 
the visit, the person interviewed did not 
know in whose interest the survey was 
being conducted. Then he was told, fol- 
lowing which several questions were 
asked, which to a great degree dupli- 
cated questions previously asked so as 
to compare results before and after 
mention of the Philadelphia Electric 
name. 

One of the first questions asked was, 
“Have you an opinion, one way or an- 
other, about public utilities in general ?” 
To this 53.33 per cent gave a favorable 
response, Then this question, “Have 
you an opinion, one way or another, re- 
garding Philadelphia Electric?’ The 
response was 80.75 per cent favorable. 
Later, after the survey was identified 
as a Philadelphia Electric activity, the 
customer was asked, “What is your 
opinion about the service rendered by 
the Philadelphia Electric Company?” 
The response was favorable in 93.34 
per cent of the interviews. It was evi- 
dent then that there was no disposition 
to rib the company. 
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Cost of Electricity to Domestic Consumers 


so apis 1930 and 1945 Philadelphia Electric’s unit cost of 

electricity to domestic consumers had been reduced by 47 per 

cent. During the same period the usefulness of electricity in Philadel- 

phia homes had jumped from an average of 574 kilowatt hours per 
year to 1,324 kilowatt hours.” 





 Ognctsey frank in his effort to ap- 
praise the public regard, the in- 
terviewer then asked, “What do you 
like about the Philadelphia Electric 
Company ?” Specific things were named 
by 62.32 per cent of the people. Then, 
“What do you dislike about the Phila- 
delphia Electric Company?” In 95.55 
per cent of the cases the customer could 
think of nothing, but 4.45 per cent of 
the people had specific causes of irrita- 
tion. In every one of these cases the in- 
terviewer sent in a special report, and 
a company representative was dis- 
patched to adjust the grievance. 

New light was thrown on the strange 
selfishness that rules public opinion by 
another brace of questions. Although 
Philadelphia was one of the nation’s 
outstanding war-production centers 
and the electric company had cared for 
unprecedented industrial expansion 
without a single job having been de- 
layed by the lack of electricity, only 
65.77 per cent of the customers were 
aware the company had done a good 


job of serving industry and 33.89 per 
cent had no opinion. This seeming in- 
difference to what the “other fellow” 
was doing, it might be pointed out, oc- 
curred when the jobs of the persons in- 
terviewed depended on fast-moving in- 
dustry ; in fact, their very safety rested 
on battleships and armaments. Yet 
when asked an opinion about “The 
wartime service of Philadelphia Elec- 
tric to you,” 97.07 per cent thought it 
had been outstanding. 

HROUGHOUT the nation, operat- 

ing heads of various businesses 
were vitally concerned over the type of 
employees they were compelled to get 
along with during the war. Philadel- 
phia Electric faced the same difficulties 
that beset others, yet when asked, “Do 
you believe the Philadelphia Electric 
employees are interested in the service 
you receive?”, 85.76 per cent of the 
customers said the employees showed 
every interest. Only 1.58 per cent 
thought the employees were not inter- 
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ested ; and .17 per cent said one of the 
things they “didn’t like about the com- 
pany was its employees.” The value of 
these answers was checked by other 
questions, which brought out that 
81.02 per cent of the customers inter- 
viewed had neither friends nor rela- 
tives with the company. Many other 
operating heads will find encourage- 
ment in the smallness of that dissatis- 
faction over a utility company’s em- 
ployees. 

It long has been a question among 
utility executives as to whether or not 
their companies should play prominent 
roles in community or charity drives. 
Philadelphia Electric determined to 
seek an answer from the public itself 
by asking its customers this specific 
question. The result was that 70 per 
cent believed the company should take 
a prominent part in such drives, 25 per 
cent had no opinion, and 5 per cent 
were against the idea. But believing 
that the company should be generous, 
and giving it credit for being so are two 
different things. Actually, only 49 per 
cent realized that the Philadelphia Elec- 
tric assumes leadership in many impor- 
tant civic drives, while 49 per cent just 
didn’t know. 


Ae this is the sort of information 
that just naturally kindles the 
light of satisfaction in the eyes of any 
utility executive. The company was re- 
garded more highly by the public in late 
1945 than it had been ten years pre- 
viously on the basis of an earlier sur- 
vey. Apparently it had come through 
the war without any scars from cur- 
tailed service or inexperienced help. 
But there was a surprise awaiting in 
an unexpected direction. Between 1930 
and 1945 Philadelphia Electric’s unit 
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cost of electricity to domestic consum- 
ers had been reduced by 47 per cent. 
During the same period the usefulness 
of electricity in Philadelphia homes had 
jumped from an average of 574 kilo- 
watt hours per year to 1,324 kilowatt 
hours. 

But did the public realize this? Let 
the survey answer. 

The survey indicated that there was 
no correlation between an opinion of 
“good service” and information about 
the cost of it. There was also an evi- 
dent lack of knowledge about rate re- 
ductions in recent years. For example, 
33 per cent when asked whether rates 
were higher or lower than they were 
five years ago said they did not know. 
Twenty per cent had the erroneous im- 
pression that rates were higher! Cus- 
tomers were overwhelmingly ignorant 
and even indifferent about rates, their 
principal interest being in their use of 
service and the cost of it, as a total 
amount, to them. 


_ whether they used more or less 

electricity than five years ago, 32 
per cent said more; 56 per cent said 
about the same ; and 9 per cent said less. 
Yet 39 per cent definitely knew their 
electric bills were higher. 

Here was a matter that Philadelphia 
Electric decided called for education 
and called for it in no uncertain terms. 
Immediately the company’s public rela- 
tions advertising was swung over to 
the “more for your money” theme in 
which the rate reductions and increased 
usefulness of electricity were stressed 
in ad after ad. 

Almost every ad in the campaign 
contains a frank statement along these 
lines, “with the usefulness of electricity 
so greatly increased, these rate reduc- 


820 





MORE FOR YOUR MONEY 


tions might not mean a lower electric 
bill. But they certainly do mean more 
for your money every time you snap 
an electric switch.” 

Daily newspapers throughout the 5- 
county area served by Philadelphia 
Electric and cards in metropolitan 
streetcars and busses are being em- 


ployed to hammer home this vital mes- 
sage. It is planned to continue the same 
theme throughout the remainder of the 
current year, so every customer in the 
Philadelphia area will come to know 
that “electricity now costs less than 
ever before in the history of this com- 


pany. 





Subsidized Government Competition 


€¢ ANOTHER adverse factor which has been beyond the power 
of the industry to correct has been the growth of mu- 
nicipally or district-owned utility operations and the exemp- 
tion of such projects from Federal taxes levied on corporate 
organizations. A signified U. S. Supreme Court decision was 
rendered early this year upholding the right of the Federal 
government to tax sales made by an agency of the state of New 
York. This decision may indicate that the government has the 
right, if it so desires, to tax the operations of utilities owned by 
states or their political subdivisions which until now have been 
exempt from all Federal taxation. Many millions of dollars in 
tax revenues are lost annually to the Federal Treasury by 
reason of the tax exemption accorded government-owned util1- 
ties. The constant withdrawal of more and more property and 
income from the reach of taxation is a subject which should re- 
ceive legislative attention, since no valid reason now exists for 
continuing this unfair and discriminatory practice. Those 
served by publicly owned utilities should not escape a fair share 
of the higher burden of taxation which now appears to be per- 
manently associated with our economy. The question is not 
primarily one of public as against private ownership, but one 
of equitably distributing the tax burden, If government owner- 
ship cannot compete with investor capital without the benefit 
of a subsidy in the form of tax exemption, it has no place in a 

society founded on the private enterprise system.” 
—Excerrt from “Twentieth Annual Analysis and 
Comparison of Major California Public Utilities,” 

Dean Witter & Co. 
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Government Utility 
Happenings 


Development of Atomic Power 
No Simple Problem 


; e complexities of the problem of 
generating electric power from 
atomic energy are indicated in a review 
published November 22, 1946, on the 
status of the nuclear power development 
program of the Manhattan project. 

The organization and general research 
program for the utilization of nuclear 
energy for the generation of electric 
power was outlined in a nontechnical re- 
port released, according to Major Gen- 
eral L. R. Groves, chief of the Manhat- 
tan project, “to provide a basis for better 
understanding of the problems involved.” 

“This is not a report as we normall 
use the term,” said General Groves. “tt 
is merely a review of the background in- 
formation, outlining the problems which 
confront the scientists and engineers 
working on this phase of our broad pro- 
gram. It indicates that progress is being 
made. 

“We have no headline-making accom- 
plishments to report, but the Manhattan 
project is carrying out an intensive re- 
search and development program. We 
are employing techniques of manage- 
ment developed during the war period, 
coérdinating and concurrently pushing 
the scientific, engineering, and operating 
planning of the work. I hope this in- 
formation will be useful in providing a 
basis for a better understanding of the 
problems involved.” 

The status of the power project was 
described as follows: ; 

Two prime contracts have been award- 
ed for the development of power, one to 
Monsanto Chemical Company of St. 
Louis and one to the General Electric 
Company. 
DEC. 19, 1946 


Monsanto Chemical Company, which 
operates the Clinton Laboratories at Oak 
Ridge, Tennessee, for the government, is 
working on a power pile based on pre- 
liminary designs and suggestions of Dr. 
Farrington Daniels, professor of chemis- 
try at the University of Wisconsin and 
chairman of the board of trustees of the 
Argonne National Laboratory, Chicago. 
Dr. Daniels is serving as a consultant to 
the Clinton Laboratories Power Pile 
Division which is headed by Dr. C. Rog- 
ers McCullough. The research and de- 
velopment program at Clinton Labora- 
tories is under the supervision of Dr. E. 
P. Wigner. When the design has been 
prepared it is contemplated that an ex- 
perimental plant will be built at Oak 
Ridge. 


TUDIES of power piles were begun by 
Dr. Daniels in 1944. Feasibility of 
the proposed pile was established shortly 
thereafter by theoretical calculations 
made by Dr. Daniels and his associates. 
Investigations of anticipated problems 
were then carried out at the Metallurgical 
Laboratory (now Argonne National 
Laboratory) in Chicago until 1946, when 
a committee, acting for Colonel K. D. 
Nichols, district engineer, Manhattan 
district, reviewed the work which had 
been done and initiated the broad pro- 
gram which is under way today. At the 
present time, the research work is divided 
between Clinton Laboratories under Dr. 
Wigner and the Argonne National Lab- 
oratory under Dr. W. H. Zinn. 

General Electric Company, which now 
operates Hanford Engineer Works at 
Pasco, Washington, is working on sev- 
eral different designs of nuclear reactors, 
or piles, for the generation of electric 
power. No basic design has been agreed 
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upon. The General Electric research 
program is under the direction of Dr. C. 
G. Suits and includes research on a wide 
range of equipment for nuclear power 
plants and the study of ship propulsion 
by nuclear energy. A government-owned 
atomic power laboratory is scheduled to 
be built at Schenectady, New York, for 
this work. 


HE power pile program at Oak 

Ridge is now at the stage of putting 
together the preliminary design. The 
problems which are being actively 
worked on are: the actual size and 
shape of the fuel unit, the method of 
transferring heat from the pile to the heat 
engine or the prime mover, the problem 
of loading and unloading the pile, the 
problem of automatic control of the pile 
and its accessory equipment, including 
steam turbine and generator, and the 
problem of shielding the whole unit for 
protection against radiation, 

“This pilot plant for nuclear power will 
be pushed to completion as rapidly as 
possible,” said Dr. James H. Lum, 
director of Clinton Laboratories. “Nu- 
merous experiments must be made before 
final design can be settled. These experi- 
ments may well consume all of 1946 and 
part of 1947. The difficulties of procure- 
ment of equipment of this special cate- 
gory may also delay until 1948 the start- 
ing of the final pilot plant.” 

Considerable emphasis will be laid, 
during design and construction of the 
plant, upon achieving a heat source of 
long life and greater reliability. These at- 
tributes are of particular importance be- 
cause of the radio activity which renders 
any pile, once operating, difficult and 
dangerous to shut down for maintenance. 
The radio activity requires heavy shield- 
ing of the pile. 

The pile’s first operation will be to pro- 
vide heat energy for steam electric gen- 
eration, operating at conventional cen- 
tral-station temperature levels ranging 
from 650 degrees Fahrenheit to 940 de- 
grees Fahrenheit. 

No indication may be had as yet of the 
capacity of the pilot plant. It is possible 


that all equipment will be relatively con- 
ventional from the boiler through the 
generator. None of the major com- 
ponents has yet been ordered and their 
production would require months under 
normal circumstances. 

The Monsanto Chemical Company ac- 
cepted the assignment for the experi- 
mental project at the specific request of 
the Manhattan project. In an effort to 
obtain the best talent and to give indus- 
trial concerns an opportunity to partici- 
pate in the experiment, invitations to 
various companies and groups were is- 
sued by Monsanto as prime government 
contractor. Engineers and scientists 
from the companies invited have been 
given leaves of absence from their firms, 
and assigned to the power project. 


EPRESENTATIVE groups affording 
working members to the plant are: 
Allis-Chalmers Company, Milwaukee, 
Wisconsin ; Babcock & Wilcox Company, 
New York, New York; Bureau of Ships, 
U.S. Navy, Washington ; Frederick Fla- 
der, Inc., Tonawanda, New York; Gen- 
eral Electric Company, Schenectady, 
New York; National Advisory Com- 
mittee of Aeronautics, Washington; 
Northrop Aircraft Corporation, Haw- 
thorne, California; Tennessee Valley 
Authority, Knoxville, Tennessee; Pur- 
due University, Lafayette, Indiana; 
Wright Aeronautical Corporation, 
Woodbridge, New Jersey ; University of 
Wisconsin, Madison, Wisconsin; and 
University of Chicago, Chicago, Illinois. 
Individuals and industrial companies 
who are performing consultant service 
with the Power Pile Division are: F. H. 
Colvin, Point Pleasant, New Jersey ; Dr. 
Farrington Daniels, University ef Wis- 
consin; Combustion Engineering Com- 
pany, New York city; Commonwealth 
Edison Company, New York city; Fos- 
ter Wheeler Corporation, New York 
city ; Frederick Flader, Inc., Tonawanda, 
New York; General Electric Company, 
Schenectady, New York; J. E. Willard, 
University of Wisconsin ; J. I. Yellot, re- 
search director of the Locomotive De- 


velopment Committee (a research 
sponsored by several railroads oad coal 
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companies) Baltimore, Maryland; and 
National Carbon Company, Atlanta, 
Georgia. 


ee will include turbines, blow- 
ers, condensers, heat transfer units, 
and generators, and some of the com- 
panies participating are experts in these 
fields. The services of these experts will 
be utilized to the fullest extent. Basically, 
the present program is confined to a study 
of the over-all problem, with each group 
joining in the various studies. 

In a consideration of the generation 
of electric power from atomic energy, 
the Groves report states, it is important 
to realize that atomic or nuclear energy 
does not involve entirely new methods of 
power generation as did the steam en- 
gine; it is simply a new fuel and can be 
used only within the framework of 
present-day power-generating systems. 
Although there is a remote possibility that 
in the future some of the energy avail- 
able within the atom may be released 
directly through a medium other than a 
heat engine, such a device is not at pres- 
ent known. The current work is concen- 
trated on the problem of adapting present 
power-producing techniques and equip- 
ment to this new type of fuel. 

As matters stand, no element of a pow- 
er plant can be omitted when nuclear en- 
ergy is used to replace our present forms 
of fuel, although fuel handling equip- 
ment will be greatly reduced in size and 
may be omitted entirely in plants de- 
signed to operate for a limited time, the 
report explained. 

A great deal which has been written 
since August 6, 1945, has created the 
general impression that the solution to 
the problem of power generation from 
nuclear energy was achieved when the 
bomb was successfully tested. This has 
no basis in fact. A bomb and a power 
pile are two vastly different problems. 

The bomb was a “one-shot” device. 
The objective in bomb development was 
an explosion, and the consequent de- 
struction of the bomb. A stationary pow- 
er pile, on the other hand, must be de- 
signed to last formany years. It must be 
capable of starting and stopping quickly, 
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and of being controlled continuously with 
precision, over a wide range. Further- 
more, its design must incorporate fea- 
tures to prevent irradiation of personnel, 

The designer of an atomic power pile 
has practically no data to guide him, so 
new is the field. He must feel his way 
without certainty of the correctness of 
his design until actual tests of the com- 
pleted structure are conducted. 


| gree genes confronted in designing 

and constructing an atomic power 
plant can be broken down into four broad 
fields : 


1. Materials of construction 

2. Heat transfer medium 

3. Auxiliary and operating equip- 
ment 

4. Safety 


Concerning the first category, ma- 
terials of construction, materials must be 
found which not only meet the require- 
ments of present power production facili- 
ties—that is, possess strength, resistance 
to deformation, and ability to withstand 
high temperature—but also have the ad- 
ditional quality of not breaking down 
under neutron bombardment. The metals 
used in a power pile must be capable of 
withstanding very high operating tem- 
peratures and considerable research and 
testing will be required to develop suit- 
able metals. 

A suitable moderator to slow the neu- 
trons down to the desirable speed must be 
employed in some pile designs. Again, be- 
sides possessing the required neutron 
and moderating qualities, this material 
must be capable of operating continu- 
ously at high temperatures. 

The second major field of difficulty 
which requires much research and in- 
vestigation is the choice of a suitable heat 
transfer medium or pile coolant. The 
purpose of the coolant is to remove the 
heat generated by fission within the pow- 
er pile and convey this heat energy to the 
power system. Theoretically, it is pos- 
sible to use ordinary water, heavy water, 
gases, or liquids other than water. Several 
liquid metals are being studied, but little 
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is known ot their properties from a nu- 
clear and from a corrosive standpoint. 

The third broad field is the design and 
development of auxiliary and operating 
equipment such as pumps, blowers, 
valves, and heat exchangers. Since these 
may become radioactive during opera- 
tion of the pile, they must be so desig- 
nated as to be trouble free and must re- 
quire either no maintenance for extended 
periods of time, or maintenance by re- 
mote control apparatus which entails ob- 
vious difficulties. Further, because of the 
danger to the personnel, the pumps, blow- 
ers, and valves must remain absolutely 
tight and prevent any leakage. 


ROTECTION of pile operators from ra- 

diation, radio activity, and other fis- 
sion products is the fourth broad field 
of difficulty confronting the designer of 
an atomic power plant. The radio ac- 
tivity emanating from a power pile is the 
equivalent of tons of radium. Much of 
this radio activity persists even after the 
pile is shut down. For protection against 
the radiation it is necessary to use ma- 
terials that are effective in slowing down 
or stopping neutrons and in absorbing 
gamma rays. At Hanford, where plu- 
tonium production piles are located, 
massive shields are necessary. 

Thick shields are required even for 
piles producing a relatively small amount 
of power. At the present time this is a 
major difficulty retarding the develop- 
ment of small atomic power plants or 
nuclear reactors. 

Besides these four broad fields of in- 
vestigation, several long-range con- 
siderations must enter into any discus- 
sion of the generation of usable power 
from an atomic pile. 

The Groves report stressed the fact 
that the government does not at this time 
have sufficient knowledge or experience 
with nuclear fuels to make any predic- 
tions as to the future economic position 
of nuclear fuels with relation to conven- 
tional fuels. 

A report on the cost estimates of 
nuclear power was recently made to the 
United States representative, Bernard M. 
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Baruch, on the United Nations Atomic 
Energy Commission. The study was 
made by members of the staff of Clinton 
Laboratories at Oak Ridge and the Mon- 
santo Chemical Company engineering de- 
partment under the direction of Dr. 
Charles A. Thomas, vice president and 
technical director of the Monsanto 
Chemical Company. 


* 
Public Works Funds Boosted 


| oo ppeggneae spending ceilings may 
still be pushed upward. The latest 
$70,000,000 increase in the Army En- 
gineers’ civil works program lifted fiscal 
year’s expenditures from $220,000,000 to 
$290,000,000. Now the Federal program 
in these departments is only $19,000,000 
less than the original appropriation 
called for. Clark Hill dam in Georgia 
will go forward with released funds. 

The Federal Power Commission still 
has not ruled on an application of the 
Savannah River Electric Company (a 
Georgia Power Company subsidiary) to 
construct the entire $45,000,000 project. 
But, the Army Engineers are letting con- 
tracts for the spending of nearly $6,000,- 
000 authorized from Federal funds to get 
the construction under way. Even if FPC 
were to rule in favor of the private com- 
pany’s application, the Army Engineers 
would be under no compulsion to stop 
their work. 

Missouri Valley and Central Valley 
projects benefit from the new ceilings. 
With money available out of 1947 funds 
and hold-over funds from 1946 Defici- 
encies Appropriations as well, the fol- 
lowing works will be pushed: In the Mis- 
souri valley—Garrison dam ($6,000,- 
000), Fort Randall ($3,500,000), Ka- 
nopolis dam ($3,000,000), local flood 
protection at Omaha and Council Bluffs 
($1,000,000 each), Harlan county works 
($1,750,000) , and Kansas City local flood 
protection ($4,500,000). In the Central 
valley of California—Sacramento river 
levees ($2,000,000), plus small amounts 
for advance planning on a dozen substan- 
tial projects, including controversial ones 
like Iron Canyon and Folsom dams. 


DEC. 19, 1946 





Wire and Wireless 
Communication 


RTA Proposal Is Rapped 
At NARUC Convention 


Pex: for a Rural Telephone Admin- 
istration to give Federal aid to rural 
telephone expansion were discounted in 
an address to the NARUC convention 
last month by W. F. Whitney, of the Wis- 
consin Public Service Commission. 
Speaking on “How Can Rural Tele- 


phone Needs Be Met?”, Mr. Whitney” 


pointed out that the extent of rural tele- 
phone development is very closely allied 
with the purchasing power of farmers. 
He asserted that development now, while 
the farmer’s purchasing power is high, 
has been retarded by shortages of ma- 
terials and labor; and he warned that 
rural extension should be approached 
with caution, with an eye to possible de- 
cline in farm purchasing power. 

Answering criticism that the telephone 
industry has failed to meet rural require- 
ments, Mr. Whitney stated : 

I do not think that the telephone industry 
has secured the degree of rural development 
that could have been obtained had it pursued 
a more liberalized and aggressive policy in 
the past. Neither do I believe that the indus- 
try has fallen down on the job. 


Mr. Whitney then analyzed the feasi- 
bility. of a Federal agency supporting a 
cooperative rural telephone movement, 
lending money for telephones like the 
Rural Electrification Administration does 
in the electric field. Said Mr. Whitney: 

. . « the business affairs of the borrowing 

companies are completely controlled by the 

REA. I do not think that such a policy is 

either healthy or desirable from any stand- 
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point in the case of telephone utilities and 
cooperatives. ... If RTA were to follow the 
precedent of REA, with respect to freedom 
of local management, it is doubtful whether 
a satisfactory solution of the rural telephone 
problem would ever be accomplished. 


£ o~ Wisconsin commissioner then 
outlined the historical importance 
of rural telephone companies, and their 
suitability for the service they offer. 
He called attention to the fact that REA’s 
electric installations had sometimes in- 
terfered with existing rural ground tele- 
phones lines, and that electric co-ops had 
refused to compensate the sufferers for 
the poor telephone service which resulted. 

An RTA following the REA principle 
of “area coverage,” seeking to bring tele- 
phone service to every farmer, would not 
work, in the opinion of Commissioner 
Whitney. He explained that under the 
most favorable conditions there will re- 
main a large number of farms which are 
not prospective users of service unless it 
is offered practically free. 

Even as only a possibility, RTA has 
accomplished some good, according to 
Mr. Whitney. Said he: “The threat of 
such legislation has had a salutary effect 
in prompting and accelerating a nation- 
wide program for more extensive devel- 
opment of telephone service in rural 
areas.” Summing up his RTA analysis, 
Mr. Whitney concluded : 

The REA program has brought electric 
service to a number of farmers who other- 
wise might not have it. Possibly the RTA 
program might accomplish the same results 
. .. I do not believe that there has been a 
persuasive showing that an RTA program 
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is necessary for an adequate development of 
rural telephone service. 


Mr. Whitney’s other recommendations 
for immediate improvement of farm tele- 
phone service included development and 
extension of existing facilities; liquida- 
tion or consolidation of some companies, 
and refinancing of others ; inception of a 
broad program, under “forceful and fair 
state commission control,” to meet rural 
needs without impairing existing values 
and equities ; and application of modern 
techniques in science and construction. 


ig other convention actions, the ac- 
counting committee of the NARUC 
announced it planned work on amend- 
ments to the Uniform System of Ac- 
counts for class A and B telephone com- 
panies, with emphasis to be placed on ac- 
counting methods relating to purchase 
and operation of new equipment. 

The convention also recognized the 
critical shortage of essential materials 
which is delaying the improvement and 
rehabilitation of telephone equipment. 
Specifically, the convention called the 
government’s attention to the allocation 
schedules for refined lead, used in the 
making of lead-covered cable, as follows: 

Be it resolved, that this association request 
the Office of War Mobilization and Recon- 
version, the Reconstruction Finance Corpora- 
tion, and other appropriate governmental 
agencies having control over the production, 
importation, and allocation of lead, to review 
immediately and thoroughly all present con- 
trols and regulations applicable to the pro- 
duction of lead and the movement of scrap 

lead to markets with a view of obtaining a 

greater flow of lead from all sources to the 

public utility industry, and 

Be it further resolved, that the general 
solicitor or other representatives of the 

Washington office of the NARUC be and 

they are hereby authorized to confer with 

said governmental agencies and make repre- 
sentations as they may deem appropriate to 
further the purpose of this resolution. 


* 
Telephone Unions Gird 
For Contract Battles 


HE National Federation of Tele- 
phone Workers has completed the 
groundwork for a national collective bar- 
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gaining program set for next spring. Fol- 
lowing its recent convention in Denver, 
the union is readying ten demands for in- 
clusion in all telephone contracts within 
its jurisdiction, and has furnished its 
members with a timetable outlining pro- 
posed actions of various committees and 
individual unions during the first four 
months of 1947. 

Before the end of the year, the union’s 
executive board will officially inform its 
member unions of these ten items for na- 
tional bargaining: (1) union shop and 
check off; (2) general wage increases ; 
(3) area differentials ; (4) length of 
schedules; (5) town PB Bove (6) 
job descriptions for service assistants in 
the traffic department; (7) jurisdiction 
clause; (8) leaves of absence for union 
officers; (9) improved vacations; (10) 
pensions. The executive board will deter- 
mine by January Ist the amount of gen- 
eral wage increases to be demanded. All 
demands presuppose the existence of an 
industry bargaining committee, which is 
far from an actuality at this particular 
time. 

Under the guidance of the NFTW 
timetable, it is expected that all unions 
will submit bargaining demands to their 
respective companies before February 1, 
1947. By this date they also will have 
granted the union’s national coordinated 
bargaining committee full power to nego- 
tiate for them on these ten items. A month 
later, by March Ist, the unions are to give 
notice of possible work stoppage to their 
employers, clearing the legal path to a 
strike. Unless a settlement has been 
reached on March 20th, the unions will 
take a strike vote, and the walkout, if 
called, can then go into effect on or after 
April 7, 1947. 

All these dates represent the earliest 
possible occurrence of the actions which 
have been recommended. 


(=. with the NFTW’s col- 
lective bargaining campaign, its 
“One National Union” drive, which will 
convert it into a strongly integrated or- 
ganization to be known as Communica- 
tions Workers of America, goes on 

Referendums are currently being held by 
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various locals and divisions to determine 
whether the unions will affiliate them- 
selves with the new CWA. One Wash- 
ington, D. C., local already has applied 
for a charter in the new unit, and the 
American Union of Telephone Workers, 
made up of long-lines operators in 42 
states, expects to file for a charter within 
forty-five days. 

At the same time, union progress in 
membership drives was reported in the 
Middle and Far West. At Western Elec- 
tric’s plant in Lincoln, Nebraska, the first 
contract negotiations began between a 
new NFTW union of some 1,500 mem- 
bers and the company. Only recently or- 
ganized by NFTW’s hierarchy, the union 
has so far negotiated for recognition and 
minor items, with wages and working 
conditions to be considered later. 

On the West coast, four telephone 
unions have been issued provisional 
charters in the Telephone Workers In- 
dustrial Union, sponsored by NFTW. 
The unions are: United Telephone Em- 
ployees of Oregon (all departments) ; 
United Brotherhood of Telephone 
Workers (plant and accounting), south- 
ern California; and Associated Com- 
munications Employees (plant) in Wash- 
ington-Idaho, and in southern California. 
Total membership in TWIU now num- 
bers roughly 20,000, 


* 


OPA Notification Required 
Of Telephone Companies 


To companies still have the 
obligation to give OPA thirty days’ 
notice of intention to increase rates, even 
though telephone service has now been 
removed from price control. Since the 
Stabilization Act of 1942 remains on the 
statutory books, and although the agency 
has been stripped of its controlling 
powers, such notice of intention must 
continue to be filed. Prior to November 
10th, it had been unofficially understood 
that OPA would not undertake inter- 
vention in any more rate increase cases 
before state commissions. 

However, Dr. Laurence Knappen, new 
chief of OPA’s utilities division, suc- 
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ceeding Harry R. Booth, did appear at a 
Louisville, Kentucky, hearing on a rate 
increase petition filed by Southern Bell. 
Subsequently, Dr. Knappen was in- 
structed in a letter from Stabilization Di- 
rector John R. Steelman to halt any in- 
tervention on the part of OPA. Dr. 
Knappen remained in the case as special 
consultant to the city of Louisville. 


® 
Citizens’ Teleradio 


Planned by FCC 


CC has asked radio communications 
manufacturers for equipment sug- 
gestions for a new Citizens’ Radiocom- 
munications Service, to offer fixed and 
mobile radiotelephone service to the gen- 
eral public. Information is being sought 
regarding the proposed operation of the 
service in the 460—470-megacycle band. 
This new band would supplement exist- 
ing channels now available in the general 
mobile service band on a lower frequency. 
In its request for comment, the FCC 
outlined broadly the possible public uses 
of the service, It suggested a physicians’ 
calling service, plus various applications 
of radio by dairies, department stores, 
laundries, ranches, and large industrial 
plants. 

Value of radio communications. during 
floods, earthquakes, and other emer- 
gencies also was emphasized. 

To provide dependable, 2-way mobile 
service, at a low cost, the commission pre- 
sented a plan to divide the allocated band 
into three sections, depending on the con- 
sistency of a station’s signal. Class B 
transmission, using equipment of lower 
grade and therefore sending a more fluc- 
tuating signal, would be permitted in the 
middle of the band, from 462-468 mega- 
cycles. 

Two-cycle channels at each end of 
the band would be reserved for class 
A type transmission. The commission 
also left open for development any future 
television applications that might be de- 
sired in the citizens’ radio field. Replies 
from the industry have been asked by 
December 31st, and conferences with 
FCC’s staff are expected next year. 
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By OWEN ELY 


Progress with Integration 


Plans 


ESPITE unfavorable market condi- 

tions which have slowed the prog- 
ress of holding company integration pro- 
grams, new plans or revisions of old 
plans continue to appear from time to 
time. Two of the three New England sys- 
tems recently announced new proposals. 
New England Gas & Electric, in codp- 
eration with its parent, General Public 
Utilities, has drastically revised its earlier 
plan, which had been approved by the 
Securities and Exchange Commission in 
June and the district court in July, but 
was stymied by the declining stock mar- 
ket. General Public Utilities has consid- 
erably reduced its participation in the 
proceeds of the plan, presumably in or- 
der to expedite its consummation. 

Under the revised plan, system debt 
will be only $28,000,000 compared with 
over $32,000,000 as the plan was former- 
ly set up. New Hampshire Gas & Elec- 
tric and Kittery Electric Light Company 
will probably be sold, improving the set- 
up. Holders of the old debentures will 
be given an opportunity to exchange their 
bonds for the new collateral trust issue, 
or for $7,762,500 new preferred stock (to 
be convertible into common at the rate 
of not more than 7 shares for each pre- 
ferred share). 

Holders of the $5.50 preferred stock 
under the plan will receive 8 shares of 
new common together with rights to buy 
5 shares at $9 apiece. General Public 
Utilities, holding one-quarter of the first 
preferred stock, could thus make a sub- 
stantial subscription. The new plan ap- 
pears to be geared to current conditions, 
although somewhat complicated. Ap- 


829 


proval of the changes by the SEC and 
the Federal court will be necessary, 


EW ENGLAND Pusiic SERVICE 
Company on November 25th filed 
with the SEC a plan to retire its prior 
lien stocks by cash payment of $100 and 
accrued dividends per share. Holders 
would also receive certificates of contin- 
gent interest evidencing the right to re- 
ceive call premiums, in the event that 
the commission or the Federal court de- 
cides that they are entitled to them. Cash 
or securities will be escrowed for this 
purpose. In order to effect the plan, the 
company may increase its current cash 
holdings ,either by sale of some of its 
operating company stocks at competitive 
bidding for an estimated $13,500,000, or 
may borrow $12,500,000 from the banks. 
Commonwealth & Southern is trying 
to expedite retirement of its preferred 
stock by proposing to exchange about 
400,000 shares of Southern Indiana Gas 
& Electric for 114,285 shares of its own 
preferred, a 34-for-l1 exchange basis. 
With Commonwealth preferred selling 
around 122, this would seem to place a 
market valuation of around 35 on South- 
ern Indiana. In the twelve months ended 
September 30th, the company reported 
share earnings of $2.59 compared with 
$1.64 in the corresponding previous 
period. Estimating calendar year earnings 
at around $2.75, this would mean a price- 
earnings ratio of 12.8. 

Cities Service has filed a recapitaliza- 
tion plan which would retire the three 
issues of preferred stock with their sub- 
stantial arrears. The amount re to 
equal par and arrears would be $108,- 
361,950, and this amount of new 3 per 
cent 50-year sinking-fund debentures 
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would be issued and offered to preferred 
stockholders at par. Each $6 preferred 
share would receive $184.50 new bonds, 
BB preference $187.50, and the B pref- 
erence $18.75. The company would re- 
deem from cash on hand the $40,578,100 
debenture 5/1950 and would later retire 
the remaining $59,910,200 debenture 5s 
due 1958 to 1969 with funds derived from 
sale of the three principal utility proper- 
ties—Ohio Public Service Company, To- 
ledo Edison Company, and Federal Light 
& Traction Company. 


| ene of these sales might furnish 
as much as $25,000,000 additional 
funds which could be applied to reduc- 
tion of the new debenture 3s. The new 
3s would be subordinate to the old 5s un- 
til the latter are completely eliminated. 
The preferred exchange plan would be 
contingent on acceptance by holders of 
60 per cent of the preferred stocks. At 
the first stage of the plan earnings should 
be sufficient to cover interest charges 2.3 
times, but coverage would increase to 4.9 
times after retirement of the 5s is com- 
pleted. 

Washington Gas & Electric Company’s 
amended reorganization plan, together 
with the recapitalization plan of its sub- 
sidiary, Southern Utah Power Company, 
was being considered at SEC hearings on 
December 19th. Under the plan, South- 
ern Utah would have only one class of 
common stock outstanding with 82,000 
shares of $10 par value. Each share of 
7 per cent prior preference stock would 
be exchanged for 13.4 shares of new 
common ; the $5 preferred would obtain 
11.89 shares ; and the old common stock 
(held by Washington) would be ex- 
changed for 36,616 shares of new com- 
mon, After the exchanges Washington 
would hold about 96 per cent of the new 
common stock. Washington Gas & Elec- 
tric would issue $702,250 new first mort- 
gage bonds and 93,842 shares of new $10 
par common stock, both issues being dis- 
tributed among the company’s creditors. 
Since Washington is in bankruptcy no 
participation would be accorded to the 7 
per cent preferred stockholders. 
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A minor step in the dissolution pro- 
gram of American Light & Traction 
Company was recently approved by the 
SEC. Milwaukee Gas Light Company 
will exchange 750,000 shares of new 
common for 180,000 shares of old com- 
mon now outstanding, and will also issue 
in exchange for all outstanding stock of 
Solvay Coke Company 362,828 additional 
shares of new common. Consolidated 
Building Company will be dissolved. 


pence Gas & Evectric has been 

granted a 60-day extension of time 
to January 30th to complete its recapital- 
ization program and related transactions. 
Central & South West Utilities Company 
is seeking SEC authority to employ 
brokers and dealers to solicit exchanges 
of the prior lien and preferred stocks of 
Central (and the preferred stock of 
American Public Service Company) for 
the common stock of Central, in connec- 
tion with:an approved reorganization 
plan for both companies. 

Hearings will be reconvened January 
13th on the liquidation and dissolution 
program of Northern States Power Com- 
pany of Delaware. On November 8th, the 
SEC vacated its order of October 31, 
1945, approving an earlier dissolution 
plan, since this was no longer considered 
fair and equitable. The plan had been be- 
fore the Federal District Court of Min- 
nesota for confirmation and court order. 
During the past year it became generally 
known that the old plan was outmoded 
because of market conditions and other 
factors, and groups of security holders 
had submitted new plans, particularly de- 
signed to improve the participation of 
the Delaware Company’s class A stock. 
Three plans were submitted to the SEC 
at reconvened hearings last April by 
Lehman Bros. of New York, the Bie- 
wend-Johnson group, and by a preferred 
stockholders’ committee. On July 23rd, 
however, the utilities staff of the SEC 
had recommended rejection of all these 
plans as well as of the original plan. The 
staff also proposed that the Minnesota 
subsidiary write down its property ac- 
count to original cost (in accord with 
Federal Power Commission orders), that 
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the depreciation reserve be increased, and 
that open account debt owed by the Dela- 
ware Company to the Minnesota Com- 
pany be disposed of. On November 6th a 
new “official” plan was filed by the Dela- 
ware Company, somewhat along the lines 
of the first plan, but reducing preferred 
participation from 90.44 per cent to 83.28 
per cent. 


|) emg y- the commission in Janu- 
ary will make a fresh start with 
the whole problem of dissolving the 
Delaware Company. With the Minne- 
sota Company now “cleaned up” and 
with its preferred stock refunding op- 
eration completed in August, the way 
would now seem to be clear to place some 
of that company’s stock on the market 
(either through a small “new money” 
issue for construction purposes or by 
sale of a small amount of the Delaware 
Company’s holdings). Having thus es- 
tablished the market value (which was 
a much-debated point in the submission 
of the three new plans referred to above), 
it would then be easier to work out a 
practicable exchange of Minnesota com- 
mon for Delaware preferred, which is 
the crux of the problem. With the pre- 
ferred out of the way, only a minor 
problem would remain—the amount of 
participation in the remaining assets by 
Standard Gas & Electric as holder of the 
class B stock of the Delaware Company. 

The Minnesota Company’s earnings 
have increased sharply this year due 
principally to tax savings and increased 
revenues. Thus in the twelve months 
ended September 30th net income was 
$9,013,740 compared with $6,472,567 
last year. With the refunding of the pre- 
ferred stock there will be a further bene- 
fit to the common stock, However, those 
attempting to estimate pro forma earn- 
ings should not overlook the effects of the 
pension plan on next year’s earnings. Ac- 
cording to a statement on page 28 of the 
August 2nd prospectus, the gross annual 
cost of the pension plan (including amor- 
tization of the initial extra cost over a 
20-year period) would approximate $1,- 
590,000, of which amount $680,000 
would represent cost of past services. If 
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the company should change to a 10-year 
period to conform to Treasury regula- 
tions (which some other companies have 
done) the amount would doubtless in- 
crease. However, assuming that the 
amount of $1,590,000 is approved by the 
Treasury Department and subject to tax 


‘savings, the net cost would be in the 


neighborhood of $1,000,000. A rate cut 
of $2,800,000 became effective April Ist 
of this year and is, therefore, included 
only for a six months’ period in the earn- 
ings for September 30th. 


» 


Utility Analyses by Wall 
Street Firms 


Zee y & McKinnon has issued 
a brief survey of the new Cities 
Service Company plan. Assuming that all 
remaining debt of the top company is re- 
tired, excepting $83,000,000 new deben- 
ture 3s, the firm estimates share earnings 
on the common stock (twelve months 
ended October 31st pro forma) at $1.99. 
On this basis, the recent price of the 
stock would be capitalizing such earnings 
13 times. However, it may be remarked 
that the earnings appear to be “parent 
company only,” rather than the consoli- 
dated share figures which are more cus- 
tomarily used in market appraisals. Con- 
solidated net income in 1945 was well 
over twice the amount of the parent com- 
pany figure. 

Eastman, Dillon & Co. has issued a 2- 
page analysis of Northern Indiana Pub- 
lic Service Company common stock, 
which has enjoyed a more active over- 
counter market recently as the result of 
distribution of liquidating dividends by 
Midland Utilities Company and Midland 
Realization Company. (Formerly only a 
small minority interest was in the hands 
of the public.) The firm points out that, 
because of the sharp gain in earnings re- 
sulting from refunding and tax savings, 
the historical earnings record is not a fair 
criterion, Latest earnings for the twelve 
months ended September 30th were $1.66 
a share. While dividend restrictions have 
not been entirely lifted, payments for 
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1946 will aggregate 55 cents compared 
with 35 cents last year and 25 cents in 
1944, In Eastman, Dillon’s opinion a fur- 
ther increase seems likely next year. The 
company’s plant account has been re- 
stated at original cost and capital struc- 
ture is being improved. 


OSEPHTHAL & Co. has issued a 2-page 
J analysis of Pennsylvania Power & 
Light. Earnings for the current year are 
estimated at around $2 a share and, on 
the basis of a potential 6 per cent return 
on the approved rate base, the company 
could earn about $2.60 for the common 
stock, With an average residential con- 
sumption in the area served considerably 
below the national average, the company 
is held to have excellent growth possibili- 
ties, but some promotional rate reduc- 
tions might prove necessary to stimulate 
consumption when new appliances are 
available. Considering the company’s 10- 
year $65,000,000 expansion program, W. 
T. Hyde, Jr., of Josephthal estimates that 
earnings might eventually expand to 
around the $3 level. No further increase 
in the $1.20 dividend rate is considered 
likely in the near future, but favorable 
long-term factors are the potential in- 
crease in earnings and the steady im- 
provement in capital structure. 

The same firm’s monthly utility re- 
view contains comment on American 
Power & Light, Birmingham Electric, 
Commonwealth & Southern, New Eng- 
land Power Association, and Northern 
States Power (Delaware). It has also is- 
sued a 4-page analysis of Illinois Power 
Company. 

Paine, Webber, Jackson & Curtis has 
issued a 13-page printed bulletin on the 
“Earnings Outlook for the Electric Util- 


ity Industry,” giving comprehensive sta- 
tistical data on preferred and common 
stocks of leading power ‘and light com- 
panies. The firm cites increased reve- 
nues and earnings in 1946 as evidence of 
the possibility of upward adjustments in 
common stock dividends. While total pro- 
duction capacity is about 20 per cent 
above peak requirements on an over-all 
basis, the excess is not evenly distributed 
and some companies may have to spend 
substantial amounts for new plant, which 
will widen the earnings base. 


TILITY stocks, in the firm’s opinion, 
have shown relatively stronger re- 
sistance in market decline than rails or 
industrials and hence might conceivably 
assume leadership on any definite re- 
versal of market trend. Leaders in the 
electric light and power industry are said 


* to anticipate at least a 50 per cent expan- 


sion of residential consumption of elec- 
tricity over the next five years. While this 
year’s increase in earnings, mainly at- 
tributable to tax savings, has raised the 
question as to whether some companies 
may be earning more than the fair rate of 
return, the steady climb in operating costs 
furnishes an opposing argument, so that 
further rate adjustments are expected to 
remain on the moderate side. The firm’s 
projection of the earnings of electric 
utilities up to 1951 is particularly inter- 
esting and is reproduced in detail in the 
table below. 

The firm points out while some com- 
mentators take a pessimistic view of util- 
ity growth possibilities because profits 
are limited to “fair return,” nevertheless 
such regulation insures considerable sta- 
bility and at the same time permits 
growth as new capital is invested in plant. 
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SALES AND REVENUES AND NET INCOME OF THE ELECTRIC POWER AND 


LIGHT INDUSTRY PREWAR AND POSTWAR 


Industrial kilowatt-hour sales (billions) 


Residential kilowatt-hour sales (billions) ... 


Total kilowatt-hour sales (billions) 
Gross revenues (millions $) 
Net income (millions $) 
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1947 1949 1951 
Est’d. Est’d. Est’d. 
99.6 109.5 120.5 
410 45.1 496 


1945 


107.5 
34.2 
193.6 
3,012 
534 


1944 


115.2 
31.3 
198.2 
2,955 
517 


1939 1941 


76.1 
21.1 
105.8 
1 











What the State 








Commissioners 


Are Thinking About 


Excerpts and digests from the opinions expressed 
in reports and addresses at the annual convention of 
the National Association of Railroad and Utilities 
Commissioners in Los Angeles, California, from 
November 12th to November 1 sth, 1946. 


On State Commission Resistance to Federal Encroachment 


¢¢ Aout association action on legislation, as 
I retire from the office of president, 
with which you have so generously honored me, 
I would add only this: The extent of the power 
of Congress, under the Federal Constitution, as 
presently construed, to destroy powers which 
had been traditionally exercised by the states 
is very great. This I have already said. It 
cannot be too greatly emphasized. Once legis- 
lation, intended to extend the exercise of Fed- 
eral power, has been enacted, the harm will 
generally be found to be beyond repair. The 
time for action on the part of those who would 
preserve state powers is before such legislation 
has passed through Congress. 
“In the last twenty-five years, Congress has 


given much weight to representations made by 
this association, as the Federal regulatory 
Statutes show. It has done this because the 
leaders in Congress have come to feel that your 
representatives voice well-considered views, 
expressive of the judgment of the men who 
compose the regulatory agencies of the states. 
At critical times your support of association 
policies with the men who represent your 
states in Congress, and likewise before congres- 
sional committees, has made this solidarity of 
the state commissions clear.” 


—Joun D. Bices, 
Retiring president, National Association of 
Railroad and Utilities Commissioners. 


e 


On State Regulation of Air Transport 


¢ = HE present extent of intrastate air 
commerce is considerably greater 
would be indicated by the extent to which state 
authorities have found themselves called upon 
to exercise mandatory power under state regu- 
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latory law. In at least 25 states, local air car- 
riers, operating within the boundaries of their 
individual states, are now rendering commer- 
cial service. 

“Examination of a map of the permanently 
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certificated routes of interstate air carriers, is- 
sued by the Civil Aeronautics Board on June 
30, 1946, indicates that, in all but four states, 
interstate carriers have authority to serve two 
or more points on the same interstate route. 
Service between any such two points in the 
same state, of course, constitutes intrastate 
commerce. . . . The Civil Aeronautics Board, 
during recent “months, has been encouraging 
the interstate lines to inaugurate service to 
these intermediate certificate points not now 
served. 

“The volume and importance of intrastate air 
commerce have also received great impetus dur- 
ing 1946 by the activity of the Civil Aeronau- 
tics Board in the so-called area cases, which 
involve many applications to render ‘feeder- 
line or local service. . 

“The view, long expressed by state regula- 
tory officials, that the long-haul carriers can- 
not and will not adequately meet the need for 
local air service between smaller communities, 
even those communities situated along the 
— of the long-haul carriers, finds support in 

these CAB area cases already decided. 

“It is possible that the relative proportion of 
intrastate air traffic to interstate traffic may 
not have increased since 1941, since interstate 
traffic itself is expanding tremendously. But 
there can be no doubt that the volume of intra- 
state traffic has greatly increased since 1941 
and has already become a very important trans- 
portation factor in many of the states. 

“Looking to the future, there are few today 
who do not acknowledge that local air com- 
merce will, under a favorable regulatory 
climate, continue its steady development and 
growth. Already overruled by the known facts 
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and trends are those who used to assert that, 
since air commerce was predominantly inter- 
state at the beginning, local air commerce 
would always be inconsequential.” 


—Freperick G. HAMLEY, 
General solicitor, National Association of 
Railroad and Utilities Commissioners. 


¢ ‘D URING the past year the established air 
lines continued their opposition to 
state economic regulation of intrastate air com- 
merce. Robert Ramspeck, executive vice presi- 
dent of the Air Transport Association, fired 
the opening gun in that association’s 1946 cam- 
paign to obtain exclusive Federal regulation of 
interstate carriers, when he addressed the an- 
nual convention of the American Trucking As- 
sociation at Cincinnati, on January 17, 1946. As 
previously indicated, however, no Federal legis- 
lation detrimental to state jurisdiction over 
intrastate commerce was enacted during the 
year. The ATA has set up a special govern- 
ment affairs committee for the purpose of co- 
érdinating all ATA work relating to aviation 
legislation in Federal, state, and municipal 
jurisdictions. The general solicitor of the 
ARUC, in an article entitled ‘Appropriate 
Areas of State Economic Regulation,’ pub- 
lished in the winter-spring, 1946, issue of Duke 
University’s publication, Law and Contempo- 
rary Problems, has stated the arguments in fa- 
vor of continuing state jurisdiction to provide 
economic regulation of intrastate air com- 
merce.” 
—Report of Committee on Progress in 
the Regulation of Transportation Agencies, 
Matt L. McWhorter of Georgia, chairman. 


On Regulating Telephone Recording Devices 


¢ 4 Som report has been issued in that 
[telephone recording] case, in which 
if adopted as written, the Federal Communica- 
tions Commission would express the view, 
urged by our general solicitor, that whatever 
recording devices may be authorized to be 
used should be physically connected with the 
telephone line. The proposed report would also 
express the view that ‘there is no reason why a 
recording device which can be used in connec- 
tion with an interstate or foreign telephone call 
at be used in connection with an intrastate 
call.’ 

“From this it may seem that the commis- 


sion recognizes that no order which it can make 
will carry any authority as to the use of re- 
cording devices in intrastate telephone service. 
Following the issuance of this proposed report, 
the general solicitor made suggestions in a 
communication to the Federal Communications 
Commission looking towards a clarification of 
the meaning of the report touching this matter. 
“The case was submitted in the latter part 
of September, last, but no order or decision 
of the commission has yet been made.” 
—Joun D. Biccs, 
Retiring president, National Association of 
Railroad and Utilities Commissioners. 
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On Radio Beam Transmission for Telegrams 


6¢ PQanio beam transmission + putnes Go the 
most si cant advance o 
ctual construction of a radio 


in telegraphy. 
beam network is well advanced. High radio 
towers 30 to 50 miles apart will provide a net- 
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work to interconnect the major cities in the 
United States. .. . Utilizing super high-frequen- 
cy radio waves transmitted by directional beam, 
this system will —— eliminate the need 
for the familiar pole lines and hundreds of 
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thousands of miles of wire between main tele- 
graph centers and afford the ultimate in serv- 
ice continuity, Wires will continue in use to 
link tributary towns with the main cen- 
ters. The radio beam system will furnish a vast 
increase in the number of channels or circuits 
now available for the handling of telegraph 
traffic, and provide amply for the telegraph 
growth of the future. To give you an idea of 
what the radio beam system will do, let me 


explain that through application of carrier sys- 
tems to the beam, it will be ible to send 
over 2,000 telegrams in both directions simul- 
taneously over a single system. ... Radio beam 
will eliminate service interruptions due to ice, 
high winds, and falling trees. It costs less to 
install and maintain a beam system than it 
does to maintain the familiar pole line.” 
—Donatp HAcKING, 
Chairman, Utah Public Service Commission. 
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On Congested Urban Transportation 


6 ah pe is no civic problem which is of 

greater importance, nor which is re- 
ceiving greater study, than that of transporta- 
tion, together with traffic conditions in many 
of our larger American cities. Cities like New 
York, Boston, Chicago, Toronto, and Montreal 
have found that their downtown streets are be- 
coming clogged and congested, and demand im- 
mediate relief... . 

“Much of the congestion in our large cities is 
caused by the private motorist who uses his 
own automobile as a personal means of travel to 
and from the city daily. Naturally, this vehicle 
must be disposed of during the day, and most 
of the parking takes place on the public 
thoroughfares. . . . 

“A fundamental error has been made trying 
to solve this problem by providing the means 
for the mass commuting public to travel by 
private automobile, rather than by public trans- 
portation facilities. This fundamental error 
must be remedied. . . . 

“The best way of moving people in a modern 
city today is by the use of subways, or rapid 
transit lines operating on exclusive right of way 
which can pass under the congested section of 


the city, and then they emerge on the surface 
of the ground and extend their rapid transit 
services on their own rights of way out to the 
immediate adjacent suburbs. . . . 

“From the terminals of these rapid transit 

lines, a system of feeder busses can radiate 
out to the more remote suburbs, thus affording 
modern and convenient transport services to 
the suburbanite as well as to those who live 
within the city itself. 
“. . Whenever rapid transit lines are op- 
erated on their own private right of way, 
whether by subway or on the surface, they 
automatically provide the full use of the public 
highway for all forms of normal travel. Such 
facilities eliminate the necessity of surface 
tracks, thus affording the municipality use of 
100 per cent of its street surface... . 

“We must face the issue squarely. A rapid 
transit service for any great metropolitan area 
like Boston is just as important as the other 
vital services such as sewer, water, or highway 
systems.” 

—Carroit L, MEtns, 
Administrative chairman, Massachusetts 
Metropolitan Transit Recess Commission. 


2 >. 
On Highway Accidents 


¢ € PETWEEN Pearl Harbor and VJ-Day the 

highway toll in this country was 94,000 
killed and 3,300,000 injured. The number killed 
in highway accidents amounted to over 35 per 
cent of the number killed in our armed forces, 
and the number injured in highway accidents 
was five times the number of wounded in our 
armed forces. Since VJ-Day the highway toll 
has risen sharply. During the four and one- 
half months of 1945 after VJ-Day traffic 
deaths rose 38 per cent compared with the same 
period of 1944, whereas traffic deaths in the 
seven and one-half months of 1945 before VJ- 
Day were only slightly higher than in the same 
period of 1944, The costs to the American 
people of highway accidents in 1945, in prop- 
erty damage, loss of wages, and so forth, 
amounted to almost $1,500,000,000. This ap- 
ce toll has continued to increase during 
1946. 
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“. . . More people are killed and injured on 
our highways every year than were killed, 
wounded, and missing in our armed forces dur- 
ing World War II. 
“, .. There have been two or more contribut- 
ing factors in most serious accidents, The 
more important of these are excessive speed, 
vehicle defects, physical defects of drivers, in- 
cluding effects of drinking alcoholic liquors, 
vision obstructions, disregard of traffic regula- 
tions, unsafe road conditions, and unsafe load- 
ing of vehicles. Excessive speed is a con- 
tributing factor in over one-third of all fatal 
accidents. Vehicle defects are contributing fac- 
= in — one-fifth = “y fatal accidents. 
riving on the wrong side of the road, passing 
on hills and curves, failure to whey right 
of way, and disregard of traffic control lights 
and signs are not only indefensible violations of 
traffic regulations but are contributing causes 
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in a high percentage of fatal accidents. 
“... There are many ways in which we 
can work to eliminate the causes of serious ac- 
cidents in which trucks and busses are involved. 

“We can and should make a critical examina- 
tion of bus and truck schedules for the purpose 
of requiring changes which will make certain 


that truck and bus drivers of "rT" 
vehicles are not under compulsion to drive at 
excessive speeds in order to complete their runs 
on schedule.” 


—Wruuiam E, Leg, 
Member, Interstate Commerce Commission. 
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On Western Union’s Financial Crisis 


ce i comnns to this [Western Union’s] 

new petition the company again finds 
itself in about the same financial situation it 
was in before the increases permitted during 
this year took effect. Wage increases have 
again thrown the company out of financial 
balance. The company’s credit position is again 
badly shaken. How can this telegraph utility 
secure new capital for new plant while op- 
erating $1,000,000 per month in the red when 
the nation as a whole is experiencing a high 
degree of prosperity? 

“While Western Union has a virtual mo- 
nopoly in the telegraph industry it by no means 
has a monopoly in the field of rapid com- 
munications, Air-mail and telephone service are 
very active and progressive competitors. Dur- 
ing the war, because of subordination in pri- 
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ority of handling, and lack of planes, air-mail 
service degenerated. Now air mail has first 
priority. Shortly there will be overnight air- 
mail service between all cities in the nation 
of 100,000 population and up. Recently air- 
mail rates have been reduced from eight to 
five cents. Night air-mail service is keenl 
competitive with Western Union’s telegra 
night letter. 

“Day air-mail service is also competitive 
but to a lesser degree. 

“Telephone toll and teletypewriter exchange 
facilities and services are being constantly im- 
proved and expanded. During the past few 
years the charges for these services have been 
substantially reduced.” 

—Donatp HAcKING, 
Chairman, Utah Public Service Commission. 


On Needed New Laws for Air Carrier Control 


ce HE 80th Congress will convene next 

January and the legislatures of 44 
states will hold regular sessions next spring. 
Beyond question legislation pertaining to eco- 
nomic regulation of intrastate air commerce 
will then be under consideration in Congress 
and in many state legislatures. The year 1947 
may very well be the crossroads for air com- 
merce. Will it turn down the well-trod road 
of dual Federal-state regulation now traveled 
by every other form of transportation, or will 
it turn down the new and unposted road of 
exclusive Federal regulation? ...It has... been 
my purpose here to .. . present a factual report 
on the present extent of state jurisdiction, the 
actual state regulation being provided today, 


and the present and prospective importance of 
intrastate air commerce. The facts show that 
intrastate air commerce, performed by local 
operators and by long-haul air lines, is already 
substantial and is rapidly growing; that the 
states are alive to the problems created by 
this new transportation development; and that, 
generally speaking, the states are providing, 
with moderation and care, such economic reg- 
ulation as presently appears to be needed for 
the promotion, adequacy, and stability of intra- 
state air commerce.” 


—Freverick G. HAMLEY, 


General solicitor, National Association of 
Railroad and Utilities Commissioners. 


e 


On Government Operation of Mass Transport 


¢ ‘T HOLD no particular brief for the opera- 

tion of transportation or indeed any con- 
trol by governmental agency. However, when 
it becomes evident that private enterprise can- 
not obtain a reasonable return on its invested 
capital through the revenues derived from the 
operation of such a utility, it is the duty of the 
municipality to provide these essential services 
to which the public are entitled. In some in- 
stances, as in the case of Boston, the entire sub- 
way system is owned by the municipality, for 
which the private operators of transportation 


pay exceedingly high rentals. These rentals, to 
a large extent, are responsible for deficit opera- 
tions. It is under circumstances like these 
where it becomes an obligation of the munici- 
pality. It should be paid for out of the revenues 
it produces, If it does not return enough to 
meet the cost of service, the public, the users, 
should pay the difference. It must be the duty 
of any public authority, whenever it operates 
transportation, to see to it that sufficient fare 
is charged to cover the cost. After all it is the 
public who own the service, and therefore 
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should pay for the benefits they enjoy. Un- 
doubtedly, the attractiveness of such a system 
will insure increased patronage by the com- 
muters, and will undoubtedly guarantee an op- 
eration which will be call custhiaing at all 
times. 

“The policy of transportation commissions 
and private agencies throughout this nation is 
to strive constantly for improvement of their 
services. In every community throughout the 
land, local transportation systems have faced 
serious competition from the private motor 
car, and this competition in the postwar period 
will be vastly increased by automotive improve- 
ments now being planned. Every alert trans- 


e 


portation management must consider carefully 
the future and the lessons of the past if the in- 
terests committed to its charge are to be safe- 
guarded, and adequate service afforded to the 
community. No interested group should stand 
idly by and allow deterioration of the city it- 
self to take place. There must be a gradual 
separation of public and private vehicles, both 
of which are now trying to operate on the nar- 
row streets originally designated for horse- 
drawn traffic. The time is ripe for a major im- 
provement.” 
—Carrott L. MEINs, 
Administrative chairman, Massachusetts 
Metropolitan Transit Recess Commission. 


On State or FPC Regulation of Direct Gas Sales 


cc") ams is no claim of jurisdiction by the 
Federal Power Commission. The Nat- 
ural Gas Act withholds from that commission 
any jurisdiction to regulate direct sales to con- 
sumers. This limitation of Federal Power 
Commission jurisdiction is undoubtedly due to 
the representations made to Congress by this 
association when the act was under considera- 
tion. By resolution, the association then asked 
that the jurisdiction of the Federal Power 
Commission be limited ‘strictly to gas trans- 
mitted and sold at wholesale for resale.’ The 
purpose was stated to be to reserve the regula- 
tion of all local sales exclusively to the state 
authorities, . . . 

“I regard this case as one of the most im- 
portant in which our association has partici- 
pated in recent years. 

“The Panhandle [Eastern Pipe Line] Com- 
pany consistently denies state jurisdiction of 
direct industrial sales of interstate gas from its 
pipe lines in all states. It is engaged in litiga- 
tion with the public service commission of 
Michigan, in a case which involves the same 
fundamental question as the Indiana Case. The 
Michigan Case is Panhandle Eastern Pipe Line 
Company v. Michigan Public Service Commis- 
sion et al., pending in the circuit court for the 
county of Ingham in the state of Michigan. 
In that state the company had contracted to 


make direct sales to the Ford Motor Company, 
without moving to obtain a certificate of public 
convenience and necessity authorizing such 
sales from the Michigan commission, as re- 
quired by Michigan law. The Michigan com- 
mission accordingly issued an order to the Pan- 
handle Company to cease and desist from mak- 
ing direct sales in Michigan until it should ob- 
tain a certificate. The company, thereupon, 
brought suit against the commission to set the 
order aside, upon grounds the same as those re- 
lied upon in Indiana... . 

“The interest of the state commissions gen- 
erally in this case is identical with their interest 
in the Indiana Case. The Panhandle Company 
is nominally challenging state regulation. Since 
the Federal Power Commission has no juris- 
diction, it seems to me, the company is trying to 
escape all regulation over direct industrial sales, 
and thus to obtain liberty to raid the territory 
of distributing companies in any state, skim- 
ming off the cream of the business, by selling 
to whom it will and at whatever prices may best 
suit its purposes. 

“This case was decided by the circuit court 
for the county of Ingham in favor of the Pan- 
handle Company on October 5, 1946.” 

= oun D. Bices, 
Retiring president, National Association of 
Railroad and Utilities Commissioners. 


e 


On Western Union Rates 


£4 A CURSORY examination of Western 

Union’s rate structure discloses that 
there is no logical relationship between rates 
for different classes of service, and that the 
charges for service on a mileage basis vary 
greatly between different localities. . . . 

“The company has been carrying on, with the 
assistance of the staff of the Federal Com- 
munications Commission, a comprehensive in- 
vestigation to develop a simplified rate struc- 
ture that will produce equal charges through- 
out the nation for equal services. ... 


“And now Western Union is in another 
financial plight, or the same one, which threat- 
ens its financial ability to go forward with any 
improvement program. At the close of the 
hearing last spring in Washington in the 
Western Union rate case, FCC Docket No. 
7445, all members of the Federal Communica- 
tions Commission and all three state codpera- 
tors, of which I was one, were in unanimous 
agreement on one point and that was that West- 
ern Union urgently needed additional—or per- 
haps I should say some net revenue—if the 
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company was to continue as a solvent, going 
concern. We also agreed that rate increases 
would not meet the company’s basic diffi- 
culty. . 

“While recognizing the imperfection of the 
company’s evidence, and with many misgivings 
as to the results of such action, the commis- 
sion permitted, in interstate service, the various 
specific rate revisions proposed at the hearings, 
with the exception that the United States gov- 
ernment rate differential was to remain un- 
changed, and also permitted Western Union to 
apply a flat increase of 10 per cent in the rates 
for full rate, day letter, night letter, serial, and 
press messages. 

“Nearly all of the states allowed the same 
rate adjustments intrastate. Of the more than 


$19,000,000 to be derived from the rate in- 
creases, about $1,700,000 would come from in- 
trastate service in the event all states allowed 
the same rate changes. . 

“The rate increases approved by F CC inter- 
state and, I think, by alli the state commissions 
except Tennessee intrastate, apparently are pro- 
ducing approximately the increased revenue 
pee Bh y the company and gave the com- 
pany a new lease on life for a short time. On 
October 15, 1946, however, the company filed 
a supplemental petition asking for a further 
rate increase of 15 per cent and for authority 
to immediately discontinue all existing city-to- 
city and city-to-state exceptional rates.” 

—Donatp HAcKING, 
Chairman, Utah Public Service Commission. 


=e 
On Intrastate Telegraph Rates 


ce HE Western Union Telegraph Com- 
pany seized upon a recent amendment 
of the Communications Act of 1934 as a justifi- 
cation for a denial of the jurisdiction of state 
commissions to control the abandonment of 
intrastate telegraph service. This denial has 
been expressed in communications to several 
state commissions .. . 
“The language of the Communications Act, 
upon which the Western Union relies, applies 
to any ‘carrier’ subject to the act, and if the 


same operates to exem pt telegraph companies 


from the jurisdiction of the state commissions, 
as to abandonments, the same must also operate 


to exempt telephone companies, in like man- 
BEF, . 2's 
“This Western Union claim is a good ex- 
ample of the way in which attempts are made, 
from time to time, to accomplish by construc- 
tion the very opposite of the purpose for which 
legislation has been enacted. That Congress 
had no intention, in amending the Communica- 
tions Act, to destroy state jurisdiction is, I 
think, demonstrated in Mr. Hamley’s brief on 
telegraph rates.” 
BF ony D. Biccs, 
Retiring president, National Association of 
Railroad and Utilities Commissioners. 


e 
On Increased Telegram Traffic Capacity 


ad increased capacity of trunk 
lines is being achieved by the use of 
carrier systems. Telegraph carrier equipment 
superimposes a number of different frequencies 
on a single pair of wires, and thus makes it 
possible to obtain as many as 36 independent 
telegraph circuits, capable of carrying 288 
messages simultaneously, from a single pair 
of wires... 

“Telemeter service was developed to provide 
direct and constant telegraph printer connec- 
tions between customers in distant cities. This 
service was made possible by the invention of 
the varioplex, which divides the large word- 


carrying capacity of a long-distance telegraph 
wire, operated by the multiplex method, be- 
tween a number of subscribers requiring direct, 
private telegraph lines to their branch offices, 
plants, or correspondents in other cities. The 
total capacity of the circuit is divided among 
as many of the users as may be transmitting at 
any given instant, affording instantaneous 2- 
way service with absolute privacy for the indi- 
vidual subscriber. This is known as telemeter 
service because an automatic meter registers 
the word volume of each subscriber.” 
—Donayp HAcKING, 
Chairman, Utah Public Service Commission. 


z 


On Federal Encroachment against State Regulation 


viet B ce the direction of the president, and 
of its executive committee, the asso- 
ciation has stood against further destruction 
or curtailment of state control in local matters, 
either by new Federal legislation or by the ex- 
tension of the jurisdiction of Federal agencies, 
under existing statutes by construction. 
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“The power of Congress to encroach upon 
state control in local matters by legislation is 
very great. This was demonstrated in the so- 
called Shreveport Case, 234 US 342, The 
principle laid down in that case has ene 4 
lo and extended so far, in cases deci 
recent years, of which Wickard v. Filburn, feet 
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US 111, may be cited as an example, as to make 
it apparent that only the restraint of Congress 
remains as a protection to the proper powers 
of the states from destruction. If, under the 
pretext of regulating interstate commerce, the 
Secretary of Agriculture can be empowered to 
prevent a citizen of a state from growing grain 
to feed to his own fowls, and to supply his own 
table, so that he will be compelled to buy in the 
market, and thus to enhance the demand for 
shipments in interstate commerce, it is not easy 
to find a limit to the power of Congress under 
the commerce clause, . . . 

“The destruction or curtailment of state 


regulatory power may, however, be accom- 
plished as well by judicial legislation, through 
the misconstruction of existing statutes, and of 
the Constitution, as by the enactment of new 
statutes ; and the dangers in that direction are 
much more difficult to guard against than from 
the passage of new legislation through Con- 
gress. 

“The dangers from misconstruction are ever 
present. They have been imminent in various 
quarters during the current year.” 

—Joun D. Biccs 
Retiring president, National Association of 
Railroad and Utilities Commissioners. 


7 


On Special Telegraph Rates for Government 


4 pope! differential in rates should 

be removed in whatever way is nec- 
essary, The government is not now favored 
with special rates for telephone, electric, trans- 
portation, or other utility services. There is a 
grave question as to whether the government 
differentials are not discriminatory to the other 
customers of the company. I think that we 
should assist the [Western Union] company 
to bring about a large reduction in message 
tax to help level off increased message rates. 
I believe that our organization should be as 
helpful to FCC as possible, in securing funds 
sufficient to go forward with a comprehensive 
investigation into all phases of Western Un- 


+ 
On the Automobile Telephone 


ad ar mg radiotelephone service is one of 
the telephone industry’s latest ad- 
vancements in the field of communication. As 
a result of intensive research it is now possible 
to provide 2-way telephone communication, 
through radio facilities, between any regular 
telephone connected by wire to a central office 
and a telephone installed in a motor vehicle, or 
between two motor vehicles. This is something 
more than 2-way radio phone service, such as is 
widely used by police departments. It is a real 
telephone service and the subscriber will have 
his car so equipped that he may talk with any 
one of the millions of telephones in the country 
or be called by any one of them. Of course, at 
present such service is being used on a com- 
mercial basis only. 

“| . Although mobile telephone service is 
still in the experimental stage, its successful 
operation at St. Louis and elsewhere, and the 
large number of applications already received 
for service, would seem to assure its success 
throughout the nation. At the present time, in 
the Bell system, 37 cities have had Federal 
Communications Commission construction per- 
mits granted for urban mobile service, 7 cities 
have applications pending, and 14 cities have 
applications in preparation, giving a total of 58 
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ion’s operations and plans, and the conduct 
of its management, to the end that it might be 
determined just what Western Union’s basic 
difficulties are, and assist in solving these diffi- 
culties if possible. And I believe that if, within 
a reasonable period in the future, it becomes 
clear that Western Union cannot succeed finan- 
cially and meet the responsibility of furnishing 
to our nation the fast, efficient, and comprehen- 
sive telegraph service which it must have, then 
consideration should given to combining 
telegraph and telephone services.” 


—DonaLp HAcKING, 
Chairman, Utah Public Service Commission. 


cities currently having plans for urban mobile 
service. 

“The leadership in development work of 
mobile telephone service has been taken by the 
Bell system, in so far as common carrier serv- 
ice is concerned, because it owns about 80 a4 
cent of the telephone stations of the nation, but 
there is also an important part for the inde- 
pendent telephone companies to play in the 
offering of such service in independent terri- 
tory.” 

—James H, Brown, 
Member, Virginia Corporation Commission. 


(<4 HE field of mobile telephone service, 
while still in the experimental stage, ap- 
pears to cover a public need for communica- 
tion between land stations and vehicles and be- 
tween vehicles for (a) emergency services 
such as police, doctors, ambulance service, and 
utility breakdowns, and (b) commercial dis- 
patching service where economies of operation 
will result from the ability to communicate 
directly with taxicabs, other transportation 
service, delivery trucks, moving vans, and 
other commercial vehicles. 
“The frequency channels presently available 
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are limited. Experiments now being conducted 
will provide basic experience upon which the 
FCC will determine whether to license gen- 
erally individual private operators, such as taxi- 
cab companies, delivery services, and others 
who would own and operate their own private 
radio stations, or whether such service should 
best be rendered on a common carrier basis. 
This report is limited to the common carrier 
operation and rates therefor, since the state 
regulatory commissions as a rule presumably 
would have no jurisdiction or occasion to de- 
termine service and rate matters in respect to 
noncommon carrier operations. 

“The conclusion of the staff committee fol- 
lowing a review of the rates proposed by the 
Bell system is that the local rates in general a 
pear to be reasonable for initial trial of the 
systems. . . . The position of the independent 
telephone companies should be given due con- 


sideration in this field. Problems of service 
areas arise, and costs applicable to particuiar 
operations are of much more importance to 
an individual independent telephone company 
than in the larger associated Bell companies 
having a number of such operations. 

“Until experience indicates the actual results 
of operation in this new mobile service, includ- 
ing the highly speculative question of the num- 
ber of vehicles which may be served through 
available radiocommunications channels, the 
initial rates should be clearly understood to be 
experimental and tentative in character and 
subject to later modification in the light of ex- 
perience.” 

—Report of Special Committee Codperat- 
ing with the Federal Communications 
Commission in Studies of Telephone 
Regulatory Problems, H. Lester Hooker of 

Virginia, chairman. 


2 
The Outlook for Western Union 


CONT BAT is Western Union to do? Both 
the public and the government have 
a real interest in the future of telegraph for 
purposes of national defense and industry and 
the convenience, needs, and comfort of the 
citizens. A rapid, efficient, nation-wide wire 
and radio record communications service, with 
adequate facilities at reasonable charges, is 
a national necessity. 

“Joseph L. Egan, president of Western Un- 
ion, testified in the hearing last spring before 
FCC that the alternatives to rate increases 
were: 


“(1) Receivership. 

“(2) Government ownership and operation. 

“(3) Combination of telegraph and tele- 
phone. 

“(4) Government subsidy. 

“Except for receivership, any one of these 
alternatives would no doubt require special 
legislation. 

“The officials of ‘Western Union place their 
hopes for the future life of the company in 
its modernization program.” 

—Donatp HACcKING, 
Chairman, Utah Public Service Commission. 


7 
On Regulatory Procedure 


¢ T= problem of regulatory procedure is 
closely related to all the basic problems 
of the regulation of utilities. The distinction 
between regulatory procedure and the substan- 
tive law of regulation is something extremely 
hard to draw, and as a matter a fact there 
are cases where the distinction is merged and 
it is impossible to distinguish between the pro- 
— and the substantive features of the rule 
° 


law. 

“It will no doubt be generally conceded that 
the basic procedural problem is to find a meth- 
od of procedure which will produce reasonable 
and fair rates and effect adequate service, 
with the least possible delay. This desideratum, 
however, is limited by the nature of the legal 
process of this country which requires that 


private property shall not be taken without due 
process of law—which limitation this commit- 
tee believes is basically a sound one under our 
theory of government. 

“Hence, the procedure to be recommended 
should have two primary objectives : 


DEC. 19, 1946 


“1. It should keep pace with, and not go ahead 
of, the substantive law of the jurisdiction con- 
cerned. This means, among other things, that 
the procedure should, and will, vary with, and 
conform to, the substantive law as adopted in 
the different states and jurisdictions, depending 
upon local legislatures and upon local condi- 
tions. 

“2. Such regulatory procedure should be so 
designed as to bring about the results desired 
as quickly as possible, consistent with due proc- 
ess of law. 

“It must be readily conceded that these 
problems are not easy of solution, In fact, in 
the past it has happened that many rate regu- 
latory proceedings, as a result of the procedural 
requirements o ¢€ commissions or of the 
courts, have taken years to reach a final decision 
and become operative. There is, however, a 
serious w ess in any system of procedure 
which requires so long for the rates to be made 
effective that conditions may have changed in 
the meantime, and the very reasons which give 
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rise to the necessity for the rate regulation may 
have ceased to exist. . 

“It is this committee’s belief and recom- 
mendation that in order to arrive at an ulti- 
mately sound procedural system the attitude 
should be one of a constant pressure in the 
right direction, that is toward a speedy regu- 


lation, subject to the varying conditions in the 
different states and jurisdictions. It requires 
continuous study and search.” 


—Report of Committee on Regulatory Pro- 
cedure, J. C. Darby of South Carolina, 
chairman. 


‘ 7 


On Aviation Regulation 


¢¢ | N view of this growing state commission 

interest in the subject of intrastate air 
commerce, the executive committee of the as- 
sociation determined that an objective survey 
of the situation in the various states would be 
appropriate at this time. Accordingly, that 
committee requested me to send out question- 
naires to all state commissions, and to use the 
information assembled from this and other 
sources, in preparing a report for presentation 
at this convention. ... 

“State regulatory officials of 27 states now 
have authority to provide economic regulation 
of intrastate air commerce. 

“In all but three of these states, this —_——— 
is vested in the public service commission whic 
has general regulatory jurisdiction over other 
classes of transportation companies. . 

“As might be expected, the authority to regu- 
late intrastate air commerce, which has been 
conferred by statutes and constitutional provi- 
sions in these 27 states, varies widely in scope 
from state to state. For example, 18 states pro- 
vide that such regulation shall apply only to 
common carriers, while the remaining 9 
states provide for regulation of both common 
and contract carriers. In the 9 states where 
authority to regulate applies to both common 
and contract carriers, there is again considera- 
ble variance, since some states, such as Rhode 
Island and Virginia, provide for rather limited 
regulation of contract carriers, while others, 

notably Alabama and Vermont, provide for 
omprehensive regulation of such carriers. 

“Of the 10 states which have enacted special 
statutes dealing with air economic regulation, 
all but one have authorized the issuance y 
certificates of convenience and necessity, or 
licenses, covering the intrastate service to be 
rendered. The Massachusetts statute is limited 
to the matter of rate regulation. ... 

“While regulatory agencies in 27 states have 
been vested with authority to provide economic 
regulation of intrastate air commerce, only a 
few of these state agencies have found occasion 
to exercise their power by mandatory orders, 
directed to particular carriers, or by the 
promulgation of rules and regulations applying 
to air carriers generally.” 


—Freverick G. HAMLEy, 
General solicitor, National Association of 
Railroad and Utilities Commissioners. 


ccyx § R of our 1945 report we discussed, 
at some length, the progress of various 
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bills pending before the 79th Congress which 
proposed to confer exclusive authority upon 
the Civil Aeronautics Board to regulate all 
air commerce, intrastate as well as interstate. 
It appeared at the time our report was pre- 
pared that at least two of these bills, Senator 
McCarran’s S 1, 79th Congress, and Congress- 
man Lea’s HR 3383, 79th Congress, would 
go to hearing and perhaps be acted upon by 
Congress during 1946. 

“Due to the preoccupation of Congress with 

more pressing matters, as noted in § D of this 
report, no hearings ‘were held or other action 
taken on any of these bills relating to economic 
regulation of air commerce. Accordingly it was 
unnecessary for your committee or the legal 
representatives of the association, to make any 
appearance on this matter before ‘congressional 
committees during the past year. 

“It is understood, however, that several na- 
tional aviation groups and organizations rep- 
resenting most phases of the aviation industry, 
and some also representing state aeronautics 
commissions, engaged in joint committee action 
during the past year, looking to the development 
of a revised form of HR 3383 which would 
overcome some of the objections which this 
association and others had voiced regarding 
that bill. This committee, known as the Civil 
Aviation Legislative Council, is representative 
of such organizations as the American Trans- 
port Association, National Aeronautical Asso- 
ciation, National Air Trades Association, Na- 
tional Association of State Aviation Officials, 
Air Industries Association (formerly Aero- 
nautical Chamber of Commerce), and the Air 
Training Association. Also working with this 
group was a representative of the Federal-state 
relations section of the Department of Justice. 

“This would indicate the likelihood that Fed- 
eral aviation legislation of this character will 
be introduced early in the 80th Congress under 
very potent sponsorship. It is known that the 
National Aviation Trades Council favors Fed- 
eral legislation stripping the states of all regu- 
latory jurisdiction, just as it opposes any state 
legislation providing for any measure of state 
economic regulation of intrastate air commerce. 

“The Air Transport Association, trade asso- 
ciation of the interstate air lines, has set up a 
special government affairs committee for the 
purpose of codrdinating all ATA work relat- 
ing to aviation legislation in Federal, state, and 
municipal jurisdictions. . . . 

“This committee does not believe that fur- 
ther association action is necessary at this time 
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with respect to the Air Policy Bill, But with 
regard to general regulatory statutes of the 
character proposed by HR 3383 and S 1, 79th 
Congress, the importance of the subject, and 
the likelihood of early congressional attention 
to the matter, leads us to believe that further 
association action would now be desirable. We 
recommend that the association reaffirm its po- 


sition in opposition to legislation which will dis- 
able the states from providing economic 
lation of intrastate air commerce, A resolution 
appropriate for that purpose is attached to this 
report as appendix C.” 
—Report of Committee on Legislation, 
Walter R. McDonald of Georgia, 
chairman, 


e 
On Reperforatory Switching for Telephones 


66O™= of the most effective service im- 
provements in the Western Union 
mechanization plan is the reperforator switch- 
ing system. In handling telegrams between dis- 
tant points in the United States, one or more 
manual reroutings of the message may be nec- 
essary... . With the new Western Union re- 
perforator switching system, these manual op- 
erations . . . are eliminated, thus greatly im- 
proving the speed of handling and at the same 
time avoiding the possibility of errors in re- 
transmission. ... Manual retransmissions have 


been eliminated and the over-all transmission 
time cut to less than half by the use of this 
new method. 

“Reperforator switching units have been in- 
stalled in the key telegraph cities of Dallas, 
Oakland, St. Louis, Atlanta, and Richmond. 
Others are being installed now in Cincinnati and 
Philadelphia, and a national network of re- 
perforator stations will follow.” 


—DonaLp HAcKING, 
Chairman, Utah Public Service Commission. 


2 


On Rural Line Construction 


CCG INc the end of the war, the rapid ex- 
tension of electric service into rural 
areas not heretofore served poses safety prob- 
lems. 

“In the western states, particularly, elec- 
tric utilities have placed the construction of 
many rural extensions in the hands of con- 
tractors, who through expediency, perhaps, 
construct their lines in such relation to existing 
open wire plant that hazards result. Insufficient 
clearances between communication and power 
conductors are frequently noted. Poles are not 
properly grounded and guys having potentials 
above ground are in proximity to rural com- 
munication conductors. In a large proportion 


of cases, the rural subscriber’s telephone in- 
struments, especially in the case of connecting 
farmer lines, possess inadequate protection 
with the result that users may be subjected to 
dangerous voltages. It is believed these con- 
ditions could be avoided by requiring the util- 
ities to supervise more closely the construction 
of line extensions built by private contractors 
and insisting that telephone companies compel 
their rural line users to install and provide 
instrument protection.” 

—Report of Committee on Service and 
Facilities and Safety of Operation of Pub- 
lic Utilities, George H. Flagg of Oregon, 

chairman. 


= 


On Coordinated Annual Report Form 


ce HE work of your committee on a co- 

érdinated annual report form, accepta- 
ble to both state and Federal authorities and 
adaptable to machine reproduction . This 
work has been the principal a pores ot of the com- 
mittee during the year 1 the result 
that a revised form for electric utilities has 
been completed for distribution at this con- 
vention with the recommendation that the as- 
sociation adopt a resolution recommending its 
adoption by the commissions represented in its 
membership. 

“The revised form is so designed that oper- 
ating and statistical schedules for gas and water 
utilities may be added, with the elimination of 
the corresponding schedules for electric utilities 
when appropriate, thus providing a complete 
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annual report form for use by a utility operat- 
ing any one or more of the three services, 
which may be adopted by any state or Federal 
commission. . 

“The new form i is adaptable to machine re- 
production through the use of die-impressed 
stencils, thereby meeting the requirements of 
utility companies, operating under sev 
jurisdictions and, therefore, required to make 
such a large number of copies that duplication 
through the use of carbon is impractical. 

“In revising the report form, very careful 
consideration was given to r uests from the 
industry for simplification of some of the 
schedules and elimination of others. . . 

“All of the comments of the industry repre- 
sentatives, written and oral, were given very 
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careful consideration and such recommenda- 
tions that, in your committee’s opinion, would 
not impair the value of the information which 
should be contained in the annual reports were 
adopted, 

“Although many revisions have been made 
in the form, including several additional sched- 
ules and several eliminations, the major revi- 
sions are the transfer of amortization and 


valuation reserves from the liabilities side of 
the balance sheet to the assets side, and the 
addition of a schedule which provides for the 
reconciliation of net income, as reflected in 
report with the net taxable income reported 
to the Bureau of Internal Revenue.” 
—Report of Committee on Accounts and 
Statistics, Fred Kleinman of Illinois, 
chairman. 


7 
On the Telegraph Service Possibilities of Telefax 


oy can best be described as fully 
automatic ‘picture’ transmission. A 
drawing, picture, telegram, or what have you 
can be dropped in a slot in a machine which 
automatically scans the message deposited and 
it is transmitted directly to the receiving ma- 
chine. 

“This is accomplished through a moving 
electric eye that views the picture or message 
as it turns on a revolving cylinder. A similar 
cylinder equipped with electro-sensitive record- 
ing paper in the receiving machine records a 
true reproduction of whatever is transmit- 
ted. . 

“Another application of telefax to radio- 
telegraphy is the telecar, a mobile delivery 
unit developed to speed the delivery of tele- 
grams in the outlying areas of large cities. A 
telefax unit, mounted in a vehicle which cruises 
about a prescribed area, receives telegrams over 
the radio beam from the local main office of the 
telegraph company for delivery directly to ad- 
dressees within that area, As soon as the ad- 
dress appears on the message, the ‘roving 
telegraph office’ is on its way to make immedi- 
ate delivery. ... 

“There are two phases to telefax develop- 
ment: (1) its immediate application, and (2) 
its long-range possibilities. 

“The telegraph company’s plans for current 
telefax expansion contemplate installations in 
stores, railroad, bus, and air-line terminals, 
hotels, office buildings, apartments, etc. Such 
installations might be described as high-speed 


automatic letter boxes, convenient to telegraph 
users in residential as well as business areas 
at all hours. They will afford an inexpensive 
means for greatly increasing telegraphic cov- 
erage, not economically possible now because 
limited volume will not support the compara- 
tively expensive telegraph - 4 Here too may 
be the answer to the telegraph company’s prob- 
lem of providing an around-the-clock service 
where the absence of volume now necessitates 
closing telegraph offices at night. It may like- 
wise answer the equally important problem of 
supplying service to small communities now 
without direct telegraph service. .. . 

“The practicability of telefax for the above 
purposes has been assured by the development 
of automatic coin devices so that when money 
is deposited in the proper amount the machine 
automatically begins to transmit. Such coin- 
equipped units are ideal for store, transporta- 
tion terminal, and apartment house use. . . 

“long-range plans for telefax include al- 
ready perfected dial equipment which can be 
installed in your office and mine. I shall be 
able to dash off a note, drop it in the machine, 
dial the number of your machine, and an ab- 
solute reproduction of that note will drop in 
your lap in less time than it is taking me to 
tell you about it. 

“Altogether the engineering wonders in the 
telegraph field open new horizons to the nation 
in rapid record communication.” 

—Donatp HAcKING, 
Chairman, Utah Public Service Commission. 


e 


On Effective Rate Control for Efficient Utilities 


ce A COMPANY that is able by prudent and 

efficient management to show higher 
than average earnings, and still sell its product 
upon terms that compare favorably with those 
of any other company doing business under 
comparable circumstances, ought not to be 
penalized for its racy stein and thereby forced 
down, in the matter of earnings, to the level of 
the lowest common denominator. Such a prac- 
tice contradicts in principle the theory of 
‘prudent investment’ as enunciated in the dis- 
senting opinion of the wap a mag Brandeis, 
with whom the late Justice Holmes concurred, 
in the case of Southwestern Bell Telephone 
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Company v. Public Service Commission of Mis- 
souri, 262 US 276, wherein it appears, at page 
291, 


‘The compensation which the Constitution 
guarantees an opportunity to earn is the rea- 
sonable cost of conducting the business. Cost 
includes not only operating expenses, but 
also capital charges. Capital charges cover 
the allowance by way of interest, for the use 

of the capital, whatever the nature of the 
security issued nae emied the allowance for 
risk incurred; and enough more to attract 
capital. The reasonable rate to be prescribed 
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by a commission may allow an efficiently 
managed utility much more.’ 


“We have now arrived at a reasonable basis 
for the regulation of rates. Factual regulation 
should now replace theoretical regulation, 
which has been burdensome for years. The 
public should pay the cost of serving it, but 
the investor should not extract from the cus- 
tomer more than a reasonable return on his in- 
vestment. That is the cardinal principle under- 
lying rate regulation. However, under our gen- 
eral business system, rates which provide an 
additional return by good management are an 
incentive to the continuance of good manage- 


ment. A company, after conference, may agree 
to divide three ways any increment over and 
above a fair return: to the ratepayer who pays 
all bills, to the employee who provides the good 
management, and to the investor who furnishes 
the capital. This would appear to be in the pub- 
lic interest and good regulation. Otherwise, we 
then would have to proceed on the theory that 
protracted litigation would be more beneficial 
to the public interest.” 


—Report of Committee on Rates of 
Public Utilities, Francis M. McKeown of 
Massachusetts, chairman, 


7 


On Fixing “Reasonable” Rates for Utilities 


oF N the determination of a fair rate of re- 
turn considerable thought should be 
given to arriving at a return which will have 
some stability. The same uncertainties that 
were with us a year ago are still with us. Al- 
though present capital costs are extremely low, 
nevertheless, fuel material and labor costs are 
still rising. Savings in Federal taxes and the 
general holding of company revenues have off- 
set increased costs as of today, and in many 
instances the earnings of the companies show a 
substantial increase. To reduce rates to the low- 
est common denominator, with the prospect of 
further labor and price increases, can con- 
ceivably bring the earnings of a company to a 
point where a rate increase is not only war- 
ranted, but imperative, in order that the com- 
pany can provide the maximum service for 
which it was organized. We are entering an ex- 
panding market for the uses of electricity and 
gas, and, unless a company is in a position to 
readily finance the expansion, the public in- 
terest will suffer accordingly. 

“Arbitration of rate matters through con- 
ferences between commissions and company of- 
ficials does not, it is true, generally produce the 
lowest possible rate, but such conferences bring 
to the customers of the company a reduction in 
rates considerably in advance of the maximum 


reduction resulting from long, protracted rate 
hearings. Savings are immediately provided 
the customers, which would otherwise accrue 
to the company. Likewise, the expenses en- 
tailed in the formal proceeding, and ultimately 

borne by the ratepayer, would be saved. 
“Unquestionably, considerable new financing 
will be required by many companies in the near 
future, and reductions in rates based on today’s 
low-money market may jeopardize the financ- 
ing. The public interest will best be served by 
slow adjudication and continual analysis of the 
main factors making the rate, such as the costs 
of labor, fuel, and materials, depreciation and 
capital costs, along with prospective revenue 
increases derived from the promotion and sale 
of electricity and gas. Only with such continual 
analysis can justice be achieved both to the 
customer and to the company. ‘Reasonable’ rate 
and ‘fair’ rate of return are subject to some 
consideration. ‘Reasonable’ can be considered 
to be ‘fair’ but to be reasonable also means to 
be ‘just’ and ‘within due limits.’ It would ap- 
pear to be just and fair, where rates are com- 
paratively low, to allow a little better than a 

fair return.” 

—Report of Committee on Rates of 
Public Utilities, Francis M. McKeown 

of Massachusetts, chairman. 


2 
On Rate Base Trends 


ce AS noted in the previous reports of this 
committee there has been a definite 
trend toward the prudent investment rate 
base. . 
“Massachusetts and California followed 
closely by the Federal Power Commission 
were the early adopters of this method of 
determining the rate base. They were later 
followed by the Arkansas, Utah, Michigan, 
North Dakota, and Washington, D. C., com- 
missions. The trend toward prudent invest- 
ment continued during the year . . . However, 
it may also be seen that no standard prudent 
investment rate base has been determined and 
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adopted. Each of the commissions using this 
type of base seems to vary it in one way or an- 


- ee 
“In the 1945 report your committee dis- 
cussed the prevalence of the conference meth- 


od of bringing about rate reductions. The 
trend away from formal rate procedure con- 
tinued during 1946 and a study of Pustic 
Utiuities FortNiGHTLy reports from June, 
1945, to July, 1946, discloses that a large num- 
ber of reductions in electric and gas rates 
resulted from the conference procedure, The 
study showed reductions in 22 states, mostly 
among electric utilities. New York announced 
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$13,480,000 of rate reductions, $11,000,000 of 
which resulted mainly from a merger and 
consolidation of two big utility groups. Indi- 
ana up to June, 1946, announced reductions of 
$4,078,000 in utility rates. Other states have 
brought about substantial reductions through 
the same method and some of the very sub- 
stantial reductions so obtained are not in- 


cluded in the foregoing figures. Undoubtedly 
an important element in the rate reductions 
which have been obtained was the repeal of 
the Federal excess profits tax.” 


—REPORT of Committee on Progress in 
the Regulation of Public Utilities, Kyle 
D. Williams of Missouri, chairman. 


® < 


On Depreciation Reserves 


¢ ony increase in depreciation reserves 

which was mentioned in the last report 
of your committee has continued during the 
past year. The reserve for depreciation of elec- 
tric utilities as a whole increased from 10.8 per 
cent at the end of 1937 to 19.1 per cent at the 
end of 1944, This increase in reserve for de- 
preciation was probably responsible for the fact 
that although generating capacity increased 24 
per cent and the number of consumers in- 
creased 17 per cent there was no net increase 
in outstanding securities during the period re- 
ferred to. Certainly this increase was the most 
substantial factor in this amazing record. The 
increase of 90 per cent or somewhat more than 


$1,300,000,000 in the depreciation reserve pro- 
vided funds which could be used to take care 
of plant additions, However, it must be remem- 
bered that the normal replacement of plant 
was greatly retarded during the war years and 
it is probable that when material and labor are 
again amply available there will be a substan- 
tial reduction in the percentage of the deprecia- 
tion reserve. However, the good financial ef- 
fects of the present depreciation picture will 
remain and will continue as a substantial ben- 

efit to the companies and to the customers.” 
—Report of Committee on Progress in 
the Regulation of Public Utilities, Kyle 

D. Williams of Missouri, chairman. 


7 
On Continuing Property Records 


¢¢ Tor some time the committee’s principal 

activity in this field has pertained to 
the question of obtaining reasonably accurate 
retirement accounting through continuing 
property records that make possible the de- 
termination of the respective years of place- 
ment of units presently being retired and, con- 
sequently, the unit costs or average unit costs 
recorded in the accounts for those years. While 
accuracy in this respect is important, particu- 
larly in the presence of substantial variations 
in prices from year to year, the maintenance of 
records of plant composed of large numbers 
of units on the basis of years of placement 
(or even on the basis of ‘bands’ of years of 
slight cost variation) is often somewhat diffi- 
cult and expensive. It is now believed that 
the dilemma that has been faced in this respect 
may be avoided through a scheme that has 


been developed in collaboration with industry 
representatives, particularly those from the 
telephone industry. This scheme, involving 
relatively little work, particularly after the 
initial compilation of 'basic data, gives recog- 
nition to past experience with the age dis- 
tribution of units retired in large numbers 
from ‘mass’ properties, such as poles and con- 
ductors, with further recognition to the various 
average costs prevailing at the respective times 
of placement. A subcommittee was recently 
appointed to observe the institution and opera- 
tion of expeditious trials of this scheme in se- 
—, areas and involving selected classes of 
plant.” 


—Report of Committee on Accounts and 
Statistics, Fred Kleinman of Illinois, 
chairman. 


7 


On Original Cost Accounting Requirements 


gil am incorporation of the original cost 
requirements in the uniform systems 
of accounts prepared by your committee dur- 
ing the years 1935, 1936, and 1937, the provi- 
sion for depreciation accounting, and the uni- 
formity in accounting for property replace- 
ments, through the provision of lists of retire- 
ment units, have all played important parts in 
the transition from inflated plant accounts to 
reasonable book values which may be relied 
upon in rate proceedings, and for financing 
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purposes, The original cost requirement, how- 
ever, has been the most important step ever 
taken in the regulation of public utility ac- 
counting. 

“The new accounting systems, although 
probably susceptible to some perfecting amend- 
ments, are functioning well, and millions of 
dollars in rate adjustments on a nation-wide 
basis are directly attributable thereto. As un- 
usual features of relatively major importance 
with respect to original cost adjustments are 
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encountered by the Federal Communications 
Commission, Federal Power Commission, and 
various state commissions, your committee is 
consulted for advice regarding their treatment. 

“It is with a great deal of satisfaction that 
your committee observes the improvement in 
the financial position of the utility industry 
within the past decade, and the fact that, 


despite the expression of fears by many repre- 
sentatives of the industry that the advent of 
the original cost dictum would be detrimental 
to its financial status, utility securities occupy 
a position of stability on the market today.” 
—Report of Committee on Accounts and 
Statistics, Fred Kleinman of Illinois, 
chairman. 


e 


On Preservation of Utility Records 


4 af I~ matter of preservation of records 

by public utilities becomes more and 
more serious with the progress of time, in 
view of rapid accumulation resulting in added 
investment in storage facilities. The acuteness 
of the problem has resulted in numerous re- 
quests by the utility industry for relief in the 
matter of retention periods, ... 

“For several years, the committee has con- 
sidered the feasibility of affording the desired 
relief through the process of microfilming. 
However, there has ae no approach to uni- 


formity of opinion, presented by industry 
representatives, from which any definite pro- 
cedures related to this process may evolve. In 
view of these circumstances, a su ittee 
has been appointed to study the whole question 
of preserving public utility records through 

microfilming, and to report thereon to the 
whole committee during 1947.” 


—Report of Committee on Accounts and 
Statistics, Fred Kleinman of Illinois, 
chairman. 


& 


On Switching Reserves on the Ledger 


66 HE transfer of valuation and amortiza- 
tion reserves to the assets side of the 
balance sheet, to be deducted from the assets 
to which they relate, is a step in the moderniza- 
tion of utility reporting to which your com- 
mittee has given consideration from time to 
time during the past decade, Balance sheet 
presentations included in accounting and fi- 
nancial texts, as well as those presented by 
enterprises outside of the public utility indus- 
try, have for many years provided for the 
deduction of so-called valuation reserves from 
the assets to which they relate. The reflection 
of the reserves on the liabilities side of the 
balance sheet has been peculiar to public utility 
statements and is not considered by accounting 
authorities to represent the most logical ar- 
rangement of the accounts. ... 
“Many problems have arisen in connection 
with the treatment for rate-making purposes of 


provision for Federal taxes on income, which 
may have been avoided had regulatory au- 
thorities been in possession of current informa- 
tion concerning the reporting of net taxable 
income to the Bureau of Internal Revenue. The 
effect of many abnormal or nonrecurring trans- 
actions, as well as any tendency toward the 
making of excessive provision for taxes on 
income, would be brought to the attention of 
regulatory authorities more promptly and ef- 
fectively by the inclusion of a schedule in the 
annual report form providing for this reconcili- 
ation. 

“Such a schedule has been designed and 
added to the revised annual report form which 
your committee is submitting for your con- 
sideration.” 

—Report of Committee on Accounts and 
Statistics, Fred Kleinman of Illinois, 
chairman. 


e 
On Toll Call Rate Adjustments 


ce A the meeting of the staff committee in 
April the toll rate structure was re- 
viewed and a number of suggested changes 
were considered. Giving weight to cost consid- 
eration, as well as to the fact that most of the 
recent adjustments in interstate toll rates have 
been in the long hauls, it is the recommenda- 
tion of the staff committee that, should addi- 
tional reductions in long-distance rates be 
made, consideration be given to having these 
reductions in the medium-length hauls rather 
than in the very short or very long hauls. 
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“Several other suggestions were made for 
study in connection with the future toll adjust- 
ments as the earnings situation permits. One 
such subject meatal the reduction in the sta- 
tion initial period (from three minutes to say 
two minutes) with a proportionately lower 
charge, so that in the event of the desired party 
not being available after a particular station 
had been reached, the amount paid by the cus- 
tomer without fulfilling his objective would 
be less than at the present time. It is ted out, 
however, by the AT&T Company my not only 
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would substantial losses in revenue be taken 
by this step, but that of the 60 per cent of 
calls now completed within 3-minute initial pe- 
riod, over one-third are not completed within 
the proposed 2-minute period and would thus 
fall in an overtime category. 

“Another suggestion covered the proposed 
lengthening of the night discount period from 
4:30 aM to say 7 aM. This matter was re- 
viewed with the Bell system and certain objec- 
tions are noted, including time zone differen- 
tials, personnel assignment problems, and 
possible advantage to certain classification of 
customers. However, it is believed there are 
offsetting advantages, including greater use of 
facilities on off- hours, and it is recom- 
mended that the hours be considered for ad- 
justment,... 


“The conclusions and recommendations in 
reference to the toll rate structure are: 


“1, That, should additional rate reductions 
be made in the interstate toll rate schedule, 
consideration be given reductions in the 
medium-length hauls. 


“2. That states review their intrastate sched- 
ules from time to time to determine what 
additional steps looking toward uniformity 
with the interstate schedules are practicable.” 


—Report of Special Committee Codper- 
ating with the Federal Communica- 
tions Commission in Studies of Telephone 
Regulatory Problems; H. Lester Hooker 

of Virginia, chairman. 


& 
On Telephone Cost Allocation 


¢€¢ At the April meeting of the staff com- 
mittee the AT&T Company representa- 
tives indicated their intention to revise the divi- 
sion of Bell Laboratories costs between the 
American Company and Western Electric in 
line with the subcommittee’s recommendations. 
This should have the effect of substantially 
increasing the portion of such costs billed to 
Western Electric, This revised policy was made 
effective as of the beginning of this year and 
the results under it are being studied by the 
subcommittee. 
“The subcommittee had also recommended 
that the basis of allocating the AT&T portion of 


Bell Laboratories costs to the operating com- 
panies be revised so as to assign to companies 
with extensive toll operations (particularly 
Long Lines) a greater portion of the costs of 
research and development work on toll prob- 
lems. 

“This recommendation has been accepted 
by the AT&T Company and is reflected in the 
1945 allocations.” 

—Report of Special Committee Codper- 
ating with the Federal Communications 
Commission in Studies of Telephone 
Regulatory Problems, H. Lester Hooker 

of Virginia, chairman. 


2 


On Depreciation Accounting 


. . .« The committee is not advocating the 
general application of any particular meth- 
od of pricing retirements from group prop- 
erty accounts. The choice of method must 
depend on the circumstances in each case, im- 
portant considerations being the character of 
the plant involved, the practical limitations of 
record keeping, and the requirements of regu- 


latory authorities. It is hoped, however, that 
the discussion herein of the methods of pricing 
retirements will stimulate thinking on the sub- 
ject and lead to further research contributing 
to increased accuracy in plant records.” 


—Report of Committee on Depreciation, 
Asel R. Colbert of Wisconsin, chairman. 


. 


On Proper Retirement Prices 


& T= amount of retirement recorded on 

the removal of plant has an immediate 
effect on plant accounts and depreciation re- 
serves. Likewise, future income statements are 
affected because depreciation expense charges 
are based upon the plant account ledger bal- 
ances. 

“Hence an important phase of account- 
ing for the depreciation of property involves 
the determination of proper retirement prices. 
For plant accounts comprised of units for 
which specific costs are maintained, this de- 
termination involves no problem as it is only 


necessary to write off the recorded cost of the 
unit when it is retired. However, for plant ac- 
counts comprised of a large number of units 
for which specific unit costs are not available, 
the amount of retirement must be estimated. In 
order that plant account balances may be cor- 
rect, these retirement estimates should be rea- 
sonably accurate even though price levels may 
fluctuate from year to year and may change 
violently during the life span of a group of 

property units.” 
—Report of Committee on Depreciation, 
Asel R. Colbert of Wisconsin, chairman. 
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On Work of the Depreciation Committee 


€¢ ALrHoucH the members and associates of 

the committee are still working under 
somewhat abnormal conditions, it has never- 
theless been possible to institute three research 
projects during the year. : 

“One project consists of a review and analy- 
sis of commission and court decisions which 
have been issued since those previously dis- 
cussed in . . . the committee’s 1943 report. The 
outlining and initial stages of this project have 
been progressing under the supervision of one 
of the members of the committee and it is ex- 
pected that a report thereon will be prepared 
during the coming year. 

“Another project consists of a computation 
of class rates of depreciation being used gen- 
erally by utilities or which have been prescribed 
or approved by regulatory commissions for 
current use. A questionnaire has been dis- 
tributed to the appropriate state and Federal 


agencies having jurisdiction over utilities to 
obtain the necessary information. It is hoped 
that thereby a report can be prepared which 
will set forth the actual depreciation rates pre- 
scribed or sanctioned in various jurisdictions, 
together with the underlying estimates of serv- 
ice lives and salvage factors upon which the 
rates are based. ... 

“A third project undertaken by the commit- 
tee has been a study of methods of pricin 
retirements from plant accounts comprised o 
a large number of units of property where it 
is impractical to maintain specific costs for 
the individual units. A bulletin covering the 
work on this project, entitled ‘Methods of 
Pricing Retirements from Group Property Ac- 
counts’, is submitted to the association simul- 
taneously with this report.” 

—Report of Committee on Depreciation, 
Asel R. Colbert of Wisconsin, chairman. 


e 


On Telephone Unit Cost Retirement 


CCT is believed that . . . modification of the 

present cumulative average retirement 
unit cost procedure warrants further considera- 
tion since it includes most of the advantages 
of the cost-by-years procedure without the con- 
siderable costs associated with the detailed 
method. Since no experience has been had in 


its practical application it is believed that it 
should be tried in a few accounting areas, pos- 
sibly for poles only or perhaps for poles in one 
or two areas and for cable in one or two other 

areas.” 
—Report of Committee on Depreciation, 
Asel R. Colbert of Wisconsin, chairman. 


7 


On Average Annual Cost of Retirement 


% T= annual average cost method involves 

pricing of units of property retired at 
the annual average construction cost per unit 
incurred in the year in which the units were 
placed in service. Use of the method involves 
classification of construction work orders by 
units of property and their associated costs and 
summarization of such data so that the total 
number and total cost of each unit constructed 
during a year will be reflected by the property 
records. Thereafter, this classification by year 
of construction is maintained. Each unit re- 


tired is designated as to the year in which it 
was installed and is priced at the average an- 
nual cost of that year. The use of the annual 
average cost method of pricing retirements re- 
sults in a continuing record of the age dis-, 
tribution of both units of property and the cost 
thereof. In fact. except to the extent that actual 
cost of an individual unit might differ from the 
annual average unit cost, it results in maintain- 

ing the plant record on an actual cost basis.” 
—Report vf Committee on Depreciation, 
Asel R. Colbert of Wisconsin, chairman. 


e 


On the “Lag Method” for Retirements 


ey is known that retirements from prop- 
erty accounts comprised of a large num- 
ber of units consist predominantly of the units 
installed some years prior to retirement. It 
follows that the units retired should be priced 
at unit costs prevailing some years prior to re- 
tirement. Expressed in another way, there 
should be a ‘lag’ between the average unit cost 
of retirements and the average unit cost of the 
current plant account balance or of current ad- 
ditions. 
DEC. 19, 1946 


“This lag, or number of years between the 
midpoint of the year in which the retirement 
has taken place and a prior date when the then 
cumulative average unit cost is equal to the 
unit cost of the plant retired, can be calculated 
by giving consideration to the mortality dis- 
persion (type of life table) applicable to the 
class of property and the rates of growth or of 
price increases.” 

—Report of Committee on Depreciation, 
Asel R. Colbert of Wisconsin, chairman. 
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On Estimating Retirement Costs 


c¢ yer methods which are frequently 

used to estimate retirement unit costs 
are: (1) annual average, (2) band of years’ 
average, (3) first-in-first-out, and (4) cumu- 
lative average. . . . the latter two of these 
methods may result in substantial error. In an 
attempt to stimulate interest in the general de- 
sire to improve pricing of retirements, two ad- 


ditional methods are presented . . . These 
methods, termed ‘the lag method’ and ‘the indi- 
cated retirement method,’ are not now in com- 
mon use but, in certain ‘circumstances, appear 
to give reasonable results.” 


—Report of Committee on Depreciation, 
Asel R. Colbert of Wisconsin, c 


e 


On “Band of Years’” Retirement Average 


c¢ TS band of years’ average cost method 

involves pricing of units of property 
retired at the average construction cost per 
unit incurred in the band of years during which 
the units retired were placed in service. The 
band of years may be selected with reference to 
a specified number of years or the bands may be 
selected with reference to changes in price 
levels. Under the latter procedure, a relatively 
stable price level for an extended period might 


indicate the Jaeag = gow | of including more years 
in a band than if prices were subject to sub- 
stantial fluctuation. If the selection of the 
band of years is made properly, this method 
should give satisfactory results. However, it 
is measurably subject to the same general 
limitations as explained in connection with the 

annual average cost method.” 
—Report of Committee on Depreciation, 
Asel R. Colbert of Wisconsin, chairman. 


7 
On Other Retirement Pricing Methods 


€¢ ALTHOUGH first-in-first-out and cumula- 

tive average pricing of retirements 
have no mathematical validity for plant with 
usual types of mortality dispersion, either 
method may, in certain circumstances, be war- 
ranted. If the group of property units involved 
has mortality characteristics approaching a 
square-type life table, then the use of the first- 


in-first-out method will give reasonable results. 
Conversely, where retirements are due largely 
to causes that are independent of age and the 
life table approaches the form of a compound 
discount curve, cumulative average pricing of 

retirements is satisfactory.” 
—Report of Committee on Depreciation, 
Asel R. Colbert of Wisconsin, chairman. 


& 
On Restricting the FPC 


¢¢ = matter has been discussed in § I of 
our. 1943 report, § G of our 1944 report, 

and § F of our 1945 report. The three bills 
which were introduced on this subject in the 
79th Congress, at the request of the national 
association, expired with the final adjournment 
of that Congress, without having made any 
rere, additional to that recorded in our 

report, 

Tintanationaliiy the failure to make progress 
with these bills during the past two years has 


been largely due to this preoccupation, by Con- 
gress, with war and postwar problems of ut- 
most urgency. The committee believes that 
these bills should be reintroduced in the 
Congress and, accordingly, recommends that 
the association reaffirm its position and interest 
in this matter by adopting a resolution similar 
to that adopted in 1943 and 1944. A resolution 
appropriate for that purpose, is attached. . . . 
—Report of Committee on Legislation, 
Walter R. McDonald of Georgia, chairman. 


e 


On State versus Federal Regulation 


4 tg views, it seems to us, may be taken 

as to the possibility and effect of con- 
flict between state and Federal rate regulation 
jurisdictions if the commissions adopt and use 
conflicting principles and methods, as to rate 
base or other elements, in the fixing of just and 
fair utility rates. According to one view, there 
should be uniformity in order to avoid con- 
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fusion and discrimination. In another view, no 
lasting ill effects, and more likely some good, 
will come if the several states continue free to 
practice more than-one method, to experiment 
with more than one theory, in the fluid economic 
field of utility regulation and fair price de- 
termination of public utility service. Both 
views contain valid considerations. No doubt 
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conflicts in rate making exist between commis- 
sions and will develop in the future. The pur- 
pose and aim of regulation, however, are clear : 
the best possible utility service at the lowest 
possible cost, with justice and fairness to the 
parties. We think that a wide dissemination of 
commission decisions, public information, and 
knowledge of commission reasoning and 
methods, with the end result of their rate de- 
terminations made clear to the utilities and to 
the public, will produce sound practice and will 
eliminate the unsound. Facts will be harder and 
more stubborn than theories. Lower rates for 
better service will win the field. Unfair and 
inequitable rate burdens, unnecessary costs 
placed upon the utility consumer by decision or 


sanction of a regulatory commission, will breed 
discontent and spur the search for relief and 
remedy outside of regulation. The public, it 
must not be forgotten, is not helpless and can 
make its choice. That choice is between regu- 
lated private utility service and — owner- 
ship and operation. To hold the balance fairly 
even between the sometimes conflicting interest 
of the utility company and the utility consumer 
is the responsibility, in the first place, of the 
utility owner and management, and in the sec- 
ond place of the regulating commissions.” 


—Report of Committee on Valuation, 
Richard Sachse, member of the Federal 
Power Commission, chairman. 


e 


On Balancing Consumer and Utility Interests 


ce I N a utility rate proceeding, viewed in its 
entirety, there must be brought about a 

fair balance, it might be said an equation, where 
the just and lawful obligations and require- 
ments of the utility are balanced by the just 
and lawful obligations and requirements of the 
utility user, the ratepayer. It is the 
regulatory commission’s duty to understand, 
establish, and maintain that balance. Any 
serious and marked unbalance will be an indica- 
tion that the rates are unreasonable and unjust, 
either against the public or against the utility. 
“Regulatory experience and law, including 
the decisions of the Supreme Court of the 
United States, have now reached a point, we 
believe, where such a measuring standard of 
balance or equation may be formulated and 
used by state and Federal commissions. When 
applied to any utility it will indicate with an 
acceptable degree of reliability whether the re- 
quired balance is present or to what extent 
and where unbalance exists. In such a test 


the balancing factors can be listed as a relative- 
ly few main items or the test can be expanded 
into greater detail, based on the uniform sys- 
tems of accounts prescribed for the various 
utilities. ... 

“From the viewpoint of equal balance be- 
tween the public and the utility certain operat- 
ing cost items require close scrutiny by com- 
missions. Among them are the monies expended 
to influence public opinion for or against po- 
litical views, measures, or candidates; pay- 
ments for advertising and contributions, at the 
ratepayer’s expense, to organizations, clubs, and 
causes not required to render utility service; 
intercompany profits on so-called services not 
performed in arm’s-length transactions; and 
other questionable operating costs. The distinc- 
tion between charges to operation and charges 
to profit and loss is here to be kept in mind.” 

—Report of Committee on Valuation, 

Richard Sachse, member of the Federal 
Power Commission, chairman. 


e 


On Rate Valuation Procedure 


cc HE trend of judicial determinations in 

rate cases during the past year has 
continued away from Smyth v. Ames and away 
from speculation and theory toward fact and 
reality. There has been reémphasis and 
strengthening of the principles and rules laid 
down in the Natural Gas Pipeline, the Hope, 
and subsequent cases. ... The making of just 
and fair rates remains an exacting task requir- 
ing a high degree of skill and painstaking devo- 
tion and understanding. In the Hope Case the 
Supreme Court makes the ‘end result’ the ulti- 
mate test of whether rates are just and reason- 
able, but, of course, the court did not give de- 
tailed instructions of how the correct and 
proper end result should be found. 

“ |. . The action of the commission must 
be ‘viewed in its entirety’ and the end result 
must not be ‘unjust and unreasonable from the 
investor or company viewpoint.’ The view has 
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been expressed by some students of utility regu- 
lation that the requirements of the end result 
and consideration of the matter in its entirety 
are met when a rate inquiry is treated predom- 
inantly or purely as a money and financial prob- 
lem. If the rates produce necessary operating 
costs, plus fixed charges on bonds, plus reason- 
able dividends on stock, with something more 
to surplus for maintenance of the financial in- 
tegrity of the enterprise and the attraction of 
needed capital, including compensation for the 
risk of the business, then, it is said, the proper 
end result has been achieved. That view, how- 
ever, we have no doubt, is not sufficiently com- 
prehensive. It might seem to embrace the utility 
and investor interests, but does not necessarily 
do justice to the consumer, the ratepayer.” 
—Report of Committee on aluation, 
Richard Sachse, member of the Federal 
Power Commission, chairman. 
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The March of 
Events 





In General 


Pipe Lines to Move Gas to East 


HE Big Inch and Little Inch fuel 

pipe lines, which helped win the 
war, are to be used to alleviate hardship 
caused by the coal strike, it was an- 
nounced on December 2nd. Within the 
week these conveyors of petroleum and 
petroleum products from the Southwest 
to the Middle West and East coast dur- 


-ing the war would be carrying natural 


gas to communities hardest hit by the coal 
shortage. 

Announcement of the plan was made 
by Julius A. Krug, Secretary of the In- 
terior, during testimony before a con- 
gressional committee investigating sur- 
plus property disposal. Disposition of 
the pipe lines, idle since their war serv- 
ice, was one subject of the inquiry. 

Secretary Krug said it was expected 
that the two lines would be carrying 50,- 
000,000 cubic feet of gas daily to the 
Middle West and East “within five or 
six days,” and he thought this volume 
would be doubled in another week. With- 
in a month, he estimated, the daily de- 
livery by this means would be 150,000,- 
000 cubic feet. 

In disclosing the plan, the Secretary 
took pains to point out that gas transmis- 
sion would not “solve” the coal shortage 
problem, but would only help to give 
some “relief.” Secretary Krug said the 
“temporary” arrangement to use the pipe 
lines for this purpose involved their lease 
to the Tennessee Gas & Transmission 
Company, for operating during the emer- 
gency. He mentioned Indiana, Ohio, and 
possibly Pennsylvania points as likely to 
be served. 

Shortly after Krug’s disclosure, the 
Federal Power Commission announced 


that it had approved the company’s ap- 
plication for permission to make emer- 
gency use of the lines. Likewise, the War 
Assets Administration, which has con- 
trol of the lines, announced it would 
grant the company a permit to use them. 

The Cabinet officer explained that 50,- 
000,000 cubic feet of gas were approxi- 
mately the equivalent of 2,000 tons of 
coal, and remarked that 100,000,000 
cubic feet per day would be about suffi- 
cient to supply the needs of a city the 
size of Toledo. 

The Federal Power Commission, in 
codperation with the Civilian Production 
Administration, last month took steps to 
assist conservation of coal supplies by 
recommending that electric utilities co- 
Ordinate their operations, through inter- 
connections and otherwise, to take fullest 
advantage of available hydroelectric 
sources and fuel sources other than coal. 

The commission’s action followed the 
cessation of coal mining which threat- 
ened in many parts of the country to re- 
duce electric supplies below the levels 
necessary to provide essential power re- 
quirements. 

Use of interconnections during the 
emergency would not affect the jurisdic- 
tional status of electric utilities under the 
Federal Power Act, the FPC statement 
declared. 

Twenty-one eastern and midwestern 
states and the District of Columbia, un- 
der government direction, were plunged 
into a brown-out as steps to conserve 
kilowatts and stretch coal piles were 
taken. John D. Small, Civilian Produc- 
tion Administrator, advised all CPA re- 
gional offices in the brown-out area to 
crack down on violators. He advised sub- 
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ordinates that violators were liable to 
complete stoppage of electric service, 
fines up to $10,000, and a year in jail. 

The national action was taken as the 
coal-starving steel industry laid off thou- 
sands of workers, schools commenced 
closing in scattered sections of the coun- 
try, tobacco men feared for their crop 
curings, railroads cut transportation serv- 
- ices, and other effects of the soft coal 
mining stoppage became critical. 

Further tightening its coal conserva- 
tion regulations, the CPA on November 
25th ordered Federal, state, and munici- 
pal governments and schools, needing 
coal, to apply directly to the Solid Fuels 
Administration in Washington for certi- 
fication. 

The CPA rejected applications sub- 
mitted by four power companies for ex- 
emption from the dim-out order. 


XECUTIVES of the electric utility in- 
dustry hoped to supply without in- 
terruption all the electricity required by 
its customers. This was the opinion ex- 
pressed by member companies of the Edi- 
son Electric Institute, trade organization 
for the industry. The EEI recently com- 
pleted a survey of its members, which rep- 
resent about 80 per cent of the companies 
in the industry. 

The Federal government’s action in 
ordering curtailment of electricity usage 
was considered purely a precautionary 
measure by the utility industry and one 
not dictated by the coal needs of the utili- 
ties themselves. 

The electric utility companies’ coal 
stocks were estimated as sufficient for 
nearly two and one-half months at the 
rate of industrial activity just prior to 
the shutdown of the coal mines. Before 
the coal strike, the daily demand for elec- 
tricity approximated the utility industry’s 
capacity to produce. Utility executives 
were said to expect this situation to last 
for at least two years because of their 
inability to obtain the generating and 
other equipment they have ordered. 

The industry based its expectations on 
the results of surveys which the individ- 
ual companies have made of their own in- 
dustrial customers’ needs, based on power 
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contracts already negotiated. As part of 
their surveys the electric companies have 
estimated prospective residential and 
commercial demand, and have checked 
closely on the supply and demand pros- 
pects of their neighboring utility compa- 
nies. 

In their replies to the EEI question- 
naire the utility companies estimated 
their prospective output growth from 
1946 through 1948. Set forth according 
to the various geographical areas of the 
country, these estimated gains were as 
follows: 

New England 

Middle Atlantic 

Central Industrial (the area bounded 

by Buffalo, Pittsburgh, St. Louis, 
and Milwaukee) 

West Central 

Southern (the area from Texas to 

Virginia) 
Rocky Mountain 
California Pacific 


Accounting for the tight supply-de- 
mand situation in the electric utility in- 
dustry is the recent heavy increase in use 
of electricity and the industry’s inability 
to adhere to its extensive construction 
program schedules. 


Utilities Division Head Named 


HE Securities and Exchange Com- 

mission recently announced the ap- 
pointment of Morton E. Yohalem to 
succeed Milton H. Cohen, whose resig- 
nation as director of the public utilities 
division becomes effective on December 
31st. 

At the same time the commission an- 
nounced the appointments of Robert F. 
Krause and Philip R. Friend as associate 
director and assistant director of the di- 
vision, respectively. 


Gas Fund Released 


J W. Perry, custodian of the $25,- 
e 355,779 fund impounded as a result 
of rate litigation involving the Panhandle 
Eastern Pipe Line Company, last month 
received authorization from the eighth 
circuit court of appeals to begin making 
rebates to companies which had presented 
claims and which can supply bonds as 
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protection in the event any of the court 
orders are attacked. 

Twenty distributing companies operat- 
ing in the states of Missouri, Kansas, 
Ohio, Michigan, Indiana, and Illinois 


claimed their share of the funds for their 
own treasuries. The others disclaimed 
any interest in the impounded funds, de- 
claring the refunds belonged to their cus- 
tomers. 


Arkansas 


Government’s Case “Premature” 


g state public service commission, 
instead of the Federal courts, should 
be the first to consider the United States 
government’s contention that the Arkan- 
sas Power & Light Company violated a 
contract governing resale of power from 
Norfork dam, Federal Judge T. C. Trim- 
ble ruled last month. 

His ruling concerned a suit filed in dis- 
trict court by the United States Attorney 
General’s office seeking $155,000 dam- 
ages from AP&L for alleged refusal to 


sell power bought from the dam to rural 
electric codperatives at low rates, as it 
had pledged to do in a contract with the 
Southwestern Power Administration, 

Judge Trimble, in a letter to the com- 
mission, United States District Attorney 
James T. Gooch, and attorneys for 
AP&L, said the commission has regula- 
tory jurisdiction over rates and contracts 
of all public utilities in the state and that 
the government’s suit was “prematurely 
brought.” He said he would order the 
case submitted to the commission, 


Colorado 


Power Rates Scored 


Oper e over Denver’s power 
and light franchise renewal ques- 
tion flared openly last month with an at- 
tack on the utility company’s present 
rates and a demand for municipal owner- 
ship. 

After hearing an address by Benton 
J. Stong, editor of the National Union 
Farmer, the Denver Chapter No. 1, 
American Veterans Committee, adopted a 
resolution opposing the existing franchise 
held by the Public Service Company of 
Colorado, demanding the right of vet- 
erans to vote in the franchise election 
scheduled for next February and favor- 
ing municipal ownership. 


Stong said that (1) high power rates 
and high freight rates are devices used 
by eastern capital to stifle development 
of the Rocky Mountain empire; (2) the 
Public Service Company, now preparing 
to ask for a 20-year extension of its 
franchise with Denver, is “hardly a Colo- 
rado girl,” more than 80 per cent of its 
stock still being held by eastern capital- 
ists; (3) private ownership never can 
offer the low rates possible from hydro- 
electric sources in the Rocky mountains ; 
(4) Denver should employ only compe- 
tent engineers not biased against public 
ownership to investigate not only the 
possibility of reduced electric rates, but 
alternatives other than simply a renewal. 


Minnesota 


FPC Issues Show-cause Orders 
HE Federal Power Commission on 
November 26th made public orders 

directing St. Anthony Falls Water 
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Power Company and the Minneapolis 
Mill Company, Minneapolis, to show 
cause by January 16th why they should 
not apply for FPC licenses to operate 
DEC. 19, 1946 





PUBLIC UTILITIES FORTNIGHTLY 


hydroelectric power plants in and along 
the Mississippi river at Minneapolis. A 
so-called upper plant is owned jointly by 
the two companiés, while a lower plant 
is owned solely by St. Anthony Falls 
Water Power. 

The FPC order stated that the projects 
were constructed and are operated with- 
out any permit or valid existing right of 
way granted prior to June 10, 1920, or 
any license granted pursuant to the Fed- 
eral Water Power Act of 1920 or the 
Federal Power Act. In reply to the com- 


mission’s letter of April 24, 1946, advis- 
ing the companies that licenses are neces- 
sary, the company stated that it holds a 
permit granted by the legislative assem- 
bly of the territory of Minnesota which 
exempts it from FPC jurisdiction. 

The projects consist of dams, power- 
houses, and other incidental works. The 
upper plant is at present leased to the 
Minneapolis Street Railway and the low- 
er plant is leased partly to Northern 
States Power Company and partly to five 
milling companies. 


ad 
Nebraska 


Senator Warns Districts 


gy state will be called upon to “take 
steps” if public power and irriga- 


tion districts conspire to starve the hy- 
dros and make the maximum develop- 
ment of irrigation impossible, Senator C. 
Petrus.Peterson, Lincoln, said in Colum- 
bus last month. 

Peterson, president of the Nebraska 


Reclamation Association and a member 
of the state legislature, addressed the 
closing session of the association’s dis- 
trict meeting. 

The districts were established through 
the use of Federal funds in the 1930’s to 
put water on the land to grow crops, 
Peterson said. Power development was 
a means to accomplish that purpose. He 
stated : 

It may be good publicity for the manage- 
ment of these public agencies to stress the 
savings to consumers of electric energy in 
the form of lower rates, but that is not the 
basic reason for their existence nor the most 
important factor in terms of our general 
welfare. 


If at any time the agencies . . . forget the 
basic program, and particularly if they con- 
spire to starve the hydros and render them 
impotent to give the maximum assistance 
to the development of irrigation, the state 
will be called upon to take effective steps. 


The state, Peterson said, would “re- 
éstablish and make effective its original 
program ... to give real assistance to 
irrigation development.” 

The senator’s warning was the second 
issued at the meeting. Harry Grimmin- 
ger, mayor of Grand Island and counsel 
for the Mid-State Public Power and Ir- 
rigation District, said the district treas- 
ury was equipped but that he hoped it 
would not be necessary to spend “an- 
other $40,000 to $50,000 in the lawsuits.” 

The statement was taken by many to 
warn the Tri-County District that Mid- 
State will continue its fight to prevent 
Tri-County from diverting Platte river 
waters into the Republican watershed. 
The Federal Bureau of Reclamation has 
sketched a tentative plan permitting some 
diversion but not Tri-County’s program. 


New "York 


Seeks Modified Fare Rise 


A® CENT subway fare between 6:45 
AM and 8:45 am and 4:15 pm and 
5:15 pm, with a fare of 6 or 7 cents at 
all other times, was proposed last month 
by former Mayor Fiorello H. LaGuardia. 
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His proposal, applicable to all New 
York city owned transit lines, was based 
upon twenty-six years of experience with 
the fare problem, Mr. LaGuardia said, 
adding that he and “a couple of million 
others like me” would oppose a 10-cent 
fare. 
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Refinancing Plan Rejected 


HE state public service commission 

recently announced that it had re- 
jected proposals of the New York State 
Electric & Gas Corporation to issue $28,- 
000,000 of bonds and preferred stock, 
the action marking the second time since 
1945 that the company’s financing plans 
have been rejected by the state commis- 
sion. - 
Chairman Milo R, Maltbie said, how- 
ever, that issuance of $13,000,000 of 30- 
year first mortgage bonds and $15,000,- 
000 of cumulative preferred stock would 
be acceptable to the commission, if the 
company made certain adjustments in 


plant accounts and depreciation reserves 
and sets aside $50,000 monthly out of net 
income to safeguard the new bonds. 

A proposal to change the company’s 
outstanding 46,484 shares of no par com- 
mon stock having a stated value of $21,- 
294,455 into 2,100,000 shares having a 
total par value of $21,000,000, the com- 
mission said, “would not be in the public 
interest.” 

The commission explained that, while 
actually resulting in a decrease of $294,- 
455 in capital, the proposed new “stated 
value of $21,000,000 may be some $2,- 
000,000 in excess of the net assets that 
the shares represent.” 


Oregon 


Gas Rate Boost Sought 


R= adjustments which would in- 
crease revenues approximately 11.3 
per cent a year were requested by the 
Portland Gas & Coke Company at a joint 
hearing of the state public utilities com- 
missioner and the department of public 
utilities of Washington at the Multno- 
mah county court house last month. 

The company seeks to boost its rates 
to raise an additional $645,000 in annual 
revenue to offset increased costs, C. H. 
Gueffroy, vice president, explained. 

According to the proposed rates, the 
average housewife who only cooks with 
gas will pay an average of 7.5 per cent 
more. If she also heats with gas she will 
pay about 14 per cent more, Gueffroy es- 
timated. If she uses gas only for heating 
she will pay 19.3 per cent more. 

Brunt of the increase will fall on in- 
dustries heating with gas. They will av- 
erage 24 per cent more ; commercial users 


of gas for heating will average 24 per 
cent more ; general commercial users will 
pay an 11.6 per cent increase ; general in- 
dustrial users, 10.7 per cent. 

The increases would be achieved by 
eliminating the present 5 per cent dis- 
count for prompt payment; increasing 
the initial charges for gas; and by in- 
creases in the lowest steps of tariffs cov- 
ering volume consumption, principally 
space heating, and meter rentals for sub- 
metering services. 

Increased labor costs and a 36.7 per 
cent increase in the cost of oil used in 
the manufacture of gas are the principal 
reasons advanced by the Portland Gas 
& Coke Company for seeking the in- 
crease. 

The company serves customers in 81 
communities in the Willamette valley and 
adjacent territory in Oregon, including 
Portland, Salem, and Vancouver, Wash- 
ington. 


Pen nsylvania 


Gas Works Company. It was estimated 
about 40,000 of the city’s 443,801 do- 
mestic users of gas will pay no more than 
the present rates. They are the families 
using no more than 600 cubic feet a 
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Gas Rate Increase Granted 
Bon Philadelphia Gas Commission 
on November 26th approved, unani- 
mously, the application for higher rates 
filed November 13th by the Philadelphia 
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month. The family using gas for cooking 
only will get monthly bills averaging 
$1.83 instead of $1.69—a rise of 14 cents, 
or about 7} per cent. The family which 
uses gas for cooking and water heating 
will pay an average of $3.06 a month in- 
stead of the present $2.80—a boost of 
26 cents, or about 94 per cent. 

These additional revenues will in- 
crease the total annual income of the gas 
company $1,995,000 a year, the company 


estimated. Even with that increase, the 
deficit for next year was estimated at 
$307,000. 

No opposition to the increase was of- 
fered. It will probably go into effect Janu- 
ary Ist. 

The company asked for the increase 
“to cover the increased cost of operation 
and to provide the money required for 
additional plant and distribution facili- 
ties.” 


* 


South Carolina 


Santee Contracts for Power Sale 


HE South Carolina Public Service 

Authority (Santee-Cooper) last 
month contracted for the sale of a large 
block of electric energy to the Carolina 
Power & Light Company, which will 
bring the authority approximately half a 
million dollars a year in revenue. 

This was announced by R. M. Jeffer- 
ies, general manager for the authority, 
after a meeting in Columbia of the board 
of directors. 

The energy was sold to the private- 
ly owned utility for distribution among 
electric codperatives in the Pee Dee and 
serves six rural codperative electric asso- 
ciations. The Santee-Cooper power it is 
now purchasing will total 96,000,000 
kilowatt hours a year. 

The codperative associations will be 
able to purchase it for 7} mills, Mr. 
Jefferies said. 

Negotiations had been in progress for 


several months among the Santee-Cooper, 
the codperatives, the REA office in Wash- 
ington, and the company. 

The action followed a similar contract 
entered into by Santee-Cooper in Octo- 
ber with the South Carolina Power Com- 
pany, of Charleston. That utility also will 
channel the energy it buys from the au- 
thority to rural cooperatives. 

The Charleston contract and that now 
completed with the Carolina Power & 
Light Company are both for three years, 
and together will increase Santee-Coop- 
er’s annual income from the sale of power 
by a total of $1,300,000, The Charleston 
contract was for $800,000. 

While under the new contracts the 
utilities are using Santee-Cooper power 
and distributing it among the coopera- 
tives, the Santee-Cooper itself hopes, 
during the 3-year period, to erect its own 

* transmission lines to serve the coOpera- 
tives directly, Mr. Jefferies said. 


* 


Wisconsin 


Asks Ruling Be Reversed 


HE Badger Electric Codperative on 
November 30th asked the Dane 
County Circuit Court to reverse what it 
termed an “arbitrary and capricious” 
state public service commission ruling 
denying the codperative permission to 
purchase the Wisconsin Hydro-Electric 
Company. 
After long hearings, the commission 
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had refused to allow the codperative to 
make the purchase for $3,449,000, almost 
all of which was to come from a Rural 
Electrification Administration loan. 

“The commission’s ruling is a slap at 
the type of financing on which some 50,- 
000 farmers in Wisconsin now are re- 
ceiving electricity—the type of financing 
on which the entire REA program is 
based,” counsel contended, 
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The Latest Utility Rulings 


Objections to Dissolution Orders under Holding 
Company Act Rejected by Supreme Court 


Sy So 11(b)(2) of the Holding 
Company Act, aimed at companies 
complicating the structure of a holding 
company system or unfairly distributing 
voting power, has been held constitutional 
by the Supreme Court. Orders of the 
Securities and Exchange Commission 
under that section directing dissolution 
of American Power & Light Company 
and Electric Power & Light Corporation 
have been sustained. [For decisions be- 
low, see 53 PUR(NS) 16, 141 F2d 606, 
affirming 46 PUR(NS) 321.] 

At the outset the court rejected the 
claim that § 11(b)(2), viewed from the 
standpoint of the commerce clause, is un- 
constitutional. Electric Bond and Share 
Company, the parent of these intermedi- 
ate holding companies, and other com- 
panies in the system use the mail and in- 
strumentalities of interstate commerce. 
Many operating subsidiaries sell and 
transmit electric energy or gas in inter- 
state commerce. Congress, it was said, 
has undoubted power under the com- 
merce clause to impose relevant condi- 
tions and requirements on such com- 
panies. 

The court rejected a claim that this 
section constituted an unconstitutional 
delegation of legislative power to the Se- 
curities and Exchange Commission be- 
cause of an alleged absence of any ascer- 
tainable standards for guidance in carry- 
ing out its functions. It was said that, 
even standing alone, standards in terms 
of unduly complicated corporate struc- 
tures and inequitable distributions of vot- 
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ing power cannot be said to be utterly 
without meaning, especially to those 
familiar with corporate realities. Addi- 
tionally, the various provisions of the 
act made up a “veritable code of rules” 
for commission guidance. 

The court’s decision under § 11(b) (1), 
in North American Co. v. Securities and 
Exchange Commission (1946) 327 US 
686, 62 PUR(NS) 267, largely disposed 
of objections to § 11(b) (2) on the basis 
of the constitutional due process clause. 
This section, like § 11(b) (1), materially 
affects many property interests of hold- 
ing companies and their investors. The 
court could not say that the section on 
its face authorized or necessarily in- 
volved any destruction of any valuable in- 
terest without just compensation. 

Objections to the absence of a provi- 
sion for notice to security holders and 
opportunity for hearing were held to be 
groundless. Such contentions, it was said, 
could be raised properly only by a secu- 
rity holder suffering injury. In any event 
the commission had actually given notice. 

The record, said the court, amply sup- 
ported a finding that the corporate struc- 
tures and continued existence of these 
two intermediate companies unnecessar- 
ily complicated the Bond and Share sys- 
tem and unfairly and inequitably dis- 
tributed voting power among security 
holders. 

A major objection related to the com- 
mission’s choice of dissolution and its 
refusal to accept alternative plans for 
simplification. Dissolution, it was held, 
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is one of the remedies contemplated by 
§ 11(b)(2), and its choice falls within 
the allowable area of commission discre- 
tion. Elimination of useless holding 
companies, said the court, may be carried 
out by fair and equitable methods so as 
to destroy nothing of real value. 

These companies, the commission had 
found, were little more than a set of 
books and a portfolio of securities. Dis- 
solution would mean little more than the 


receipt of securities of operating com- 
panies in lieu of shares in these com- 
panies. The companies, it was suggested, 
were not precluded from seeking revoca- 
tion of the dissolution orders on a proper 
showing. They could still show that some 
other type of order is more appropriate. 
American Power & Light Co. v. Securi- 
ties and Exchange Commission; Electric 
Power & Light Corp. v. Securities and 
Exchange Commission. 


e 


Depreciation Theories Discussed in Fixing 
Rates of Interstate Power Company 


5 per cent rate of return on actual 
legitimate investment less deprecia- 
tion reserve, with an addition for work- 
ing capital, was approved by the Federal 
Power Commission in reducing rates of 
the Safe Harbor Water Power Corpora- 
tion. These rates are for wholesale power 
sold to Consolidated Gas Electric Light 
& Power Company of Baltimore and 
Pennsylvania Water & Power Company 
under a contract which provided for an- 
nual payments sufficient to allow a 7 per 
cent return. 

A motion to dismiss the rate proceed- 
ing for lack of jurisdiction was overruled. 
Pennsylvania and Maryland, the states di- 
rectly concerned, were “unable to agree” 
within the meaning of § 20 of the Fed- 
eral Power Act. It was said that, if rates 
continued too high, inaction by the states 
involved, after reasonable opportunity, 
might show that they were unable to 
agree as certainly as formal announce- 
ment of the fact. Moreover, the Mary- 
land commission had requested the com- 
mission to determine reasonable rates. 

The company was found to own and 
operate facilities for the transmission of 
energy in interstate commerce and for 
sale of energy at wholesale in interstate 
commerce, The company was, therefore, 

“public utility” subject to commission 

wer under Part II of the Federal 

ower Act, as well as being subject to 
regulation as a licensee under Part I. 

The company as a licensee, the com- 

mission held further, was not excepted 
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from the provisions of Part II applying 

to interstate power companies. After dis- 

cussing statutory provisions and court 

decisions, the commission concluded : 
... we have jurisdiction not only under §§ 
205 and 206 of Part II, but also under § 20 
of Part I, either on the basis of our find- 
ing that the states are unable to agree, or 
independently thereof. 


The commission also ruled that the 
company did not have a vested right to 
have its rates regulated exclusively as 
prescribed by § 20, applying to licensees. 

Net investment was adopted as the 
rate base, to the exclusion of figures 
based either on reproduction cost or in- 
vestment expressed in terms of the pur- 
chasing power of the 1943 dollar. 

The company was required to compute 
depreciation expense by the straight-line 
depreciation method, and it was said that 
this method requires the use of a depreci- 
ated rate base. The commission discussed 
at length straight-line and compound 
interest methods and the sinking-fund 
method. The sinking-fund formula, said 
the commission, involves an assumption 
of an interest rate. In this case Safe Har- 
bor proposed 34 to 44 per cent. But it had 
been demonstrated, said the commission, 
that, if consumers are to be protected, 
the interest rate must be the same as the 
rate of return. When it is lower, the con- 
sumers are likely to be done an injustice. 
The commission believed it imprudent to 
sanction a depreciation method involving 
imputed interest because the relatively 
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high interest rate which would be neces- 
sary to protect the public might adversely 
affect investors. 

Observed depreciation evidence was 
disapproved as a measure of accrued de- 
preciation. The commission believed that 
a grave injustice to consumers would re- 
sult from determining annual deprecia- 
tion expense according to service-life 
principle and accrued depreciation by the 
observation process. One difficulty with 
the observation method, said the com- 
mission, lies in the fact that depreciation 
resulting from functional causes such as 
obsolescence, admittedly the most im- 
portant cause of ultimate retirement of 
electric property, cannot be determined 
by visual inspection, 

In the transition from the sinking-fund 
method to the straight-line method the 
commission did not require the deduc- 


tion of a depreciation reserve computed 
according to the straight-line principle. 
The existing reserve had been accumu- 
lated out of specific payments made by 
customers. 

The company had not collected yet 
the larger amounts which it would if it 
had followed the straight-line method. 
Accordingly, the commission deducted 
as accrued depreciation only the present 
amount in the reserve and not the sub- 
stantially larger amount which would re- 
sult from a retroactive application of the 
straight-line method. In doing this, the 
commission said, it did not base its de- 
cision upon rate reduction expediency. It 
was convinced that in the long run the 
straight-line method would afford better 
protection to all concerned. Re Safe 
Harbor Water Power Corp. (Opinion 
No. 143, Docket No. IT-5914). 


z 


Sinking-fund Depreciation Applied in Telephone 
Rate Determination 


NCREASED rates proposed by a tele- 
phone utility for improved service on 
conversion to dial operation were rejected 
by the Georgia commission as being ex- 
cessive. The commission allowed what 
it considered a reasonable rate increase. 


In its rate determination the commis- 
sion used the sinking-fund method of de- 
preciation rather than the straight-line 
method. The commission supported its 
position with this statement: 


In a determination of earnings for a com- 
pany as a whole, simplicity and conservatism 
dictate the use of the straight-line method, 
deducting from cost of plant the accrued 
reserve accumulated from depreciaticn ex- 
pense charges in the determination of the 
rate base; however, in a rate determination 
involving an isolated exchange which is com- 


pletely rebuilt new and is a small part of 
total company investment, the use of the 
straight-line method would result in a 
higher level of rates being justified immedi- 
ately after the property is rebuilt than would 
be justified a few years later, even though the 
property, service requirements, earnings, and 
expenses were in no way changed, and even 
though the property were maintained in as 
good operating condition as when new... . 
the sinking-fund method will not produce 
this result. 


The commission, in computing the 
revenues of the company, did not con- 
sider the fact that there would be an in- 
crease in revenue due to additiona! sub- 
scribers being attracted to the: improved 
automatic dial service. Re Southeastern 
Telephone Co, (File No. 19378, Docket 
No. 8185-A). 


e 


Modification of Sliding-scale Arrangement 
Upheld by Court 


6 ipo order of the District of Columbia 


modifying the sliding-scale method of 


commission in Re Potomac Electric electric rate regulation, has been upheld 


Power Co, (1944) 55 PUR(NS) 65, 
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for the District of Columbia. Both the 
company and the United States had ap- 
pealed from the order. The company con- 
tended that the commission’s procedure 
was invalid. The government contended 
that the order did not sufficiently reduce 
rates. 

In a separate decision on the company’s 
appeal Judge Edgerton held that the com- 
pany’s return under the sliding-scale ar- 
rangement had been excessive. The com- 
pany’s surplus going into the rate base, 
he said, had been accumulated out of ex- 
cessive returns. The company had not 
practiced self-denial in respect to divi- 
dends. 

He overruled a contention that a 
valuation was necessary to the validity 
of the commission’s order, 

Judge Clark, concurring in the result 
on the company’s appeal, held that the 
company had no legitimate complaint 
about the order. Its objection to proce- 
dural techniques was said to be impor- 
tant and valid only if it be shown that 
by erroneous procedure the company lost 
substantial rights which the law guaran- 
teed to it, or that the commission had 
violated the dictates of the governing 
statute and thus produced an arbitrary or 
capricious order. Such, he held, was not 
the case. 

Judge Miller, in a dissenting opinion, 
thought that the action of the commis- 
sion constituted a departure from the 


sliding-scale arrangement to which the 
utility had agreed, and that when the 
company refused to acquiesce and with- 
draw from the agreement the power of 
the commission under the statute ceased. 
The commission then was relegated to its 
general rate-making power, and it was 
bound to observe the dictates of the 
statute governing rate making. 

On the appeal by the government 
Judge Clark and Judge Miller voted for 
affirmance, while Judge Edgerton dis- 
sented. The majority judges said that 
the court would be undertaking a wrong- 
ful invasion of the regulatory territory 
reserved for the commission if they were 
to say, as Judge Edgerton believed 
proper, that a high return on the com- 
mon stock equity was in and of itself 
ample reason for retrospectively holding 
invalid rate schedules authorized by the 
commission over a course of many years. 

An analysis of profit, they said, was 
but one of the types of information which 
the commission must take into account in 
atriving at a “reasonable” rate. They 
declared that there is a clear line of au- 
thority holding that surplus devoted to 
the company’s business is properly to be 
considered a part of the “invested capi- 
tal.” Potomac Electric Power Co. v. Pub- 
lic Utilities Commission of District of 
Columbia et al.; United States v. ‘Public 
Utilities Commission of District of Co- 
lumbia et al. 


7 


Other Important Rulings 


N action by a bus operator against the 
Puerto Rico Transportation Au- 
thority to enjoin the cancellation of a tem- 
porary permit to operate busses was dis- 
missed by the Federal District Court, 
which ruled that, since no denial of equal 
protection or deprivation of property 
without due process was involved, it was 
without authority to interfere with com- 
mission regulation of bus transportation. 
Arroyo et al. v. Puerto Rico Transporta- 
tion Authority et al. 66 F Supp 1022. 


Nore.—The cases above referred to, where decided b 
will be published in full or abstracted in 
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The New York commission, in order- 
ing the cancellation of a proposed tempo- 
rary increase in intrastate railroad freight 
rates, said that rates which are discrim- 
inatory should be corrected only upon a 
permanent basis, and a temporary rate 
which changes the basis of business 
competition serves only to disrupt price 
structures and is considered to be 
economically unsound. Re Increased 
Freight Rates and Charges (Cases 12602, 
12678). 


courts or regulatory commissions, 
ublic Utilities Reports. 
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Re Milwaukee Gas Light Company 


2-U-2178 


Re Madison Gas & Electric Company 


2-U-2214 


Re Wisconsin Gas & Electric Company 


2-U-2216 
October 15, 1946 


PPLICATION by gas utilities for permission to limit service to 
A additional space-heating customers ; approved. 


Service, § 121 — Limitation of gas service — Existence of emergency. 
1. The only sound grounds upon which a gas utility can urge approval of 
a company rule which in effect limits its undertaking of service is the 
existence of an emergency, p. 195. 


Service, § 146 — Curtailment of gas service during emergency — What consti- 
tutes emergency. 
2. An emergency requiring limitations on gas service exists where there 
is a critical shortage of productive capacity and there is not sufficient time 
to take effective remedial steps to correct the situation before the heating 
season commences, p. 195. 


Service, § 123 — Obligation to serve — Commission action in emergency. 
3. Recognition by the Commission of the necessity for special rules to meet 
an emergency shortage of gas is not to be construed as relieving gas utili- 
ties of their statutory duty to provide reasonably adequate service and 
facilities, p. 196. 


Service, § 166 — Gas curtailment during emergency — Desirability of uniform 
« rules, 
4. It is desirable to require that all utilities limiting the amount of gas 
available for house-heating adopt uniform rules approved by the Commis- 
sion, p. 196. 
Service, § 146 — Gas curtailment during emergency — General rules to be fol- 
lowed. 
5. A gas utility desiring to limit additional burdens on its capacity during 
an emergency fuel shortage should not deny service to new homes, but 
[13] 193 65 PUR(NS) 
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rather should limit service to new conversion units, to new industrial users, 
and if necessary should interrupt industrial loads on short telephone notice, 


p. 196 


Expenses, § 125 — Operating expense — Reconversion of gas heating unit. 
6. A utility will be permitted to charge to operating expense the cost of 
labor in removing and reinstalling grates or other equipment in the heating 
unit of a customer who is willing to reconvert his heating and remove a 
conversion burner which would be eligible for gas service under curtail- 
ment rules in force during an emergency fuel shortage, p. 196. 


By the Commission: The above 
three utilities, furnishing gas service 
in their respective service areas in 
Wisconsin, have submitted rules to the 
Public Service Commission of Wiscon- 
sin which are designed to restrict the 
undertaking of service of each of said 
utilities. The principal service that is 
affected by the rules is gas space heat- 
ing. The companies have asserted 
that it will be impossible for them to 
meet the demands for gas this winter 
if no restriction is placed on the con- 
nection of new apparatus. The asser- 
tion has also been made that it will be 
impossible to install additional gas 
generating capacity before the yearly 
peak demands normally occur. 

The rules submitted and dates of 
hearings are as follows: 

Milwaukee Gas Light Company: 
Application received May 27, 1946. 
Notice of investigation issued June 26, 
1946. Hearings July 23 and August 
27, 1946, before examiner John Cav- 
anaugh. 

The final rule as filed by this appli- 
cant is as follows: 

“It appearing that some limitation 
of the furnishing of gas service to new 
applicants for commercial and/or in- 
dustrial space heating and for residen- 
tial house heating is necessary to as- 
sure continuity of gas service to exist- 
ing and future customers, the company 


*(will not accept any new customers 
for service at commercial and/or in- 
dustrial space-heating rates on and aft- 
er May 27, 1946, and will not accept 
as new customers at residential house- 
heating rates any such customers who 
will utilize such service in gas burn- 
ing equipment installed in homes 
which on May 27, 1946, were 
equipped with other types of heating 
equipment), except that gas service 
will be furnished to applicants for such 
service otherwise ineligible under this 
rule who had before May 27, 1946, 
made application for such service and 
who in all other respects comply with 
the rules and regulations of the com- 
pany. The company will not make 
deliveries of gas under commercial 
and/or industrial space-heating or 
residential house-heating rates to cus- 
tomers described above as not being 
eligible for such service. This rule ex- 
pressly does not limit the furnishing of 


*Will not apply to any applicant for 
such service thus ineligible under said 
rule who had before May 27, 1946, 
made a valid contract to purchase gas 
burning heating equipment from a 
dealer in such equipment, and the com- 
pany will furnish service at space- 
heating or house-heating rates to any 
such customer who in all other respects 
complies with the rules and regulations 
of the company. 
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service at house-heating rates to new 
customers who will utilize it for heat- 
ing newly constructed residences in 
which the originally installed equip- 
ment is designed for burning gas. 

“This rule shall remain in effect un- 
til available supplies of gas permit its 
withdrawal. 

“Residential House-heating and 
Commercial and/or Industrial Space- 
heating Rates referred to above are 
further identified as: 

“RhO-1, RhO-2, RhO-3, and RhO-4, 
Ch0-1, Ch0-2, ChO-3, and Ch0-4.” 

Madison Gas & Electric Company: 
Application received July 5, 1946. No- 
tice of investigation July 30, 1946. No- 
tice of hearing August 10, 1946. Hear- 
ing August 20, 1946, before examiner 
John Cavanaugh. 

The rule as proposed by the appli- 
cant is as follows: 


“Limitation on the furnishing of gas 
service for additional space-heating 
purposes is necessary to assure con- 
tinuity of gas service to existing cus- 


tomers. Accordingly, the company 
will not, until further notice is given 
by amendment or cancellation of this 
rule, supply gas for any new space- 
heating purposes on and after July 8, 
1946, and will not supply gas to new 
customers who will utilize such serv- 
ice in gas burning heating equipment 
installed in homes, commercial and in- 
dustrial establishments which on July 
8, 1946, were equipped with other 
types of heating equipment, or for new 
homes or establishments, except that 
gas service will be furnished to appli- 
cants for such service otherwise not 
eligible under this rule who had before 
July 8, 1946, made application to the 
company for such service who, prior 
to such date entered into bona fide con- 
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tracts to purchase necessary gas burn- 
ing heating equipment from any dealer 
in such equipment, and who in all other 
respects comply with the rules and reg- 
ulations of the company. Conforming 
to this rule, the company will not make 
deliveries of gas under general service 
or residential rates to customers de- 
scribed as not eligible to such service. 
This rule shall remain in effect until 
available supplies of gas permit its 
withdrawal.” 

Wisconsin Gas & Electric Com- 
pany: Application received July 25, 
1946. Notice of investigation July 30, 
1946. Notice of hearing August 10, 
1946. Hearing September 5, 1946 be- 
fore examiner John Cavanaugh. 

The final rule as proposed by the ap- 
plicant is as follows: 

“Restriction of gas supply for space 
heating. 

“1. Gas will not be supplied for any 
space-heating equipment unless such 
equipment was purchased and cus- 
tomers’ obligation to pay for was ef- 
fective on or before July 29, 1946. 

“Restriction of gas supply for use 
other than space heating. 

“1. Gas will not be supplied to fu- 
ture industrial installations or addi- 
tions to existing industrial installa- 
tions for which other fuels are reason- 
ably adopted, except such as had been 
contracted for on or before the 29th 
day of July 1946. 

“2. Gas will not be supplied to any 
industrial equipment for which fuels 
other than company gas was being 
used on July 29, 1946.” 

[1,2] Hearings have been con- 
cluded in the above-mentioned dock- 
ets and the Commission has considered 
the information and data presented. It 
appears that the only sound grounds 
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upon which a utility can urge approval 
of a rule which in effect limits its un- 
dertaking of service is the existence of 
an emergency. Sections 196.395 and 
196.70 confer power upon the Com- 
mission to issue emergency orders. 
The records in the three proceedings 
warrant the conclusions that an emer- 
gency exists as each of these three 
companies is faced with a shortage of 
production capacity and there is not 
sufficient time remaining to take effec- 
tive remedial steps to correct the sit- 
uations before the coming heating sea- 
son. 

[3] This lack of production capacity 
is due to a combination of circum- 
stances in part stemming from the war 
period, including a shortage of ma- 
terial and labor as well as extraordi- 
nary demands for service created in 
part by shortages or threatened short- 


ages of other fuels and fuel burning 


equipment. The recognition by the 
Commission of the necessity for spe- 
cial rules to meet the current emer- 
gency is not to be construed as reliev- 
ing the applicant companies of their 
statutory duty to provide “reasonably 
adequate service and facilities” as pro- 
vided in § 196.03(1), Statutes. The 
Commission expects the applicant com- 
panies at an early date to submit their 
plans for properly meeting their service 
obligations for the future. 

Under the terms of the order here- 
in, the rules heretofore submitted by 
the companies will be made the lawful 
rules pending further order prescrib- 
ing uniform rules. 

[4-6] It appears desirable to pro- 
vide for the application of uniform 
rules where the emergency is caused by 
the deficiency of capacity in all the 
cases. The Commission believes that 
65 PUR(NS) 


such uniform rules should be based on 
the following principles, and for the 
reasons as briefly stated. 

1. A utility should be required to 
connect new homes equipped initially 
with gas space-heating equipment. 

This provision is contained in the 
rule filed by Milwaukee Gas Light 
Company but is not included in. the 
rules filed by the other companies. We 
think that the utility should not be re- 
lieved of furnishing service to a nor- 
mal increase in customers brought 
about by the construction of new 
homes. Further, an emergency exists 
relative to new homes and at the pres- 
ent time gas heating equipment ap- 
pears to be the most readily available. 
In the interest of public health and 
safety, application of the principle as 
above stated appears warranted. The 
present slow development of the hous- 
ing program should prevent this pro- 
vision from becoming unduly burden- 
some. 


2. The utility should be required to 
refuse service to any space-heating 
customers, other than homes equipped 
initially with gas space-heating equip- 
ment, who had not entered bona fide 
contracts to install gas space-heating 
equipment prior to the respective dates 
as specified in the utilities’ proposed 
rules. 

The above rule would provide for a 
degree of uniformity, equality, and 
fairness of treatment which is not con- 
tained in all respects in the proposed 
rules. 

3. No space-heating customer who 
falls within the prohibition of the rules 
should be permitted to take space- 
heating service under any rate schedule 
of the company. 

From complaints received, we have 
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information that one company has been 
permitting domestic space-heating cus- 
tomers to take service under its gen- 
eral service schedule while, at the same 
time, refusing to serve such customers 
similarly situated under its space-heat- 
ing schedules, 

4. The utility should be required to 
refuse service to new industrial cus- 
tomers and should likewise refuse to 
permit any expansion of present indus- 
trial loads by the installation of ad- 
ditional or substitute equipment. 

In the interest of uniformity and 
equality of treatment, it is recommend- 
ed that the foregoing principle be ap- 
plied. 

5. During peak periods arising 
from heavy heating demands during 
extreme cold weather, the utilities 
should interrupt industrial service up- 
on short hour notice by telephone. 


In most cases such interruptions 
would not work a hardship on indus- 
trial customers because they would be 


few and of short duration. In view 
of the relative values of industrial serv- 
ice, the emergency with respect to 
heating new homes, and its broad ef- 
fect on the public from the standpoint 
of health and safety, it is believed that 
such a provision would be justified. 

6. Where 10-light meters are not 
available, space-heating customers 
should be metered by a battery instal- 
lation of two 5-light meters. 

It is desirable that space-heating 
service be metered, and this should be 
accomplished where necessary by us- 
ing two 5-light meters if 10-light 
meters are unavailable, and also where 
necessary, by substituting unmetered 
service to uniform or minimum use 
general service customers so as to 
make existing meters now used for 
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such service available for space-heat- 
ing service. The bills of such un- 
metered customers should be esti- 
mated. 

7. Where a customer is willing to 
remove a conversion burner which 
may be eligible for service under the 
foregoing rules, the utility should be 
permitted to charge to operating ex- 
pense the cost of labor in removing 
and reinstalling grates or other equip- 
ment to restore the equipment to 
its condition before conversion to 
gas. 

The Commission proposes the entry 
of an order establishing the following 
uniform rules based upon the above- 
stated principles : 

A. Newly constructed homes or liv- 
ing quarters desiring to heat with gas 
shall be connected and served under 
applicable rates. 

B. Heating appliances which re- 
place other means of heating, or which 
supply additional heat, or are to be 
used to supply heat to new commercial 
or industrial customers, shall not be 
supplied unless proof can be provided 
of the existence of a bona fide contract 
to install such equipment prior to the 
dates in the rules originally submitted 
by the companies. 

C. No space-heating equipment or 
prospective customer that falls within 
the prohibition of these rules shall be 
permitted to take space-heating serv- 
ice under any rate schedule of the com- 
pany. 

D. No additional gas load of an in- 
dustrial nature should be connected. 

E. The utility shall interrupt or cur- 
tail industrial and/or commercial proc- 
essing loads when necessary to supply 
the peak demands during peak pe- 
riods. 
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F. Where 10-light meters are not 
available, space-heating customers 
should be metered by a battery instal- 
lation of two 5-light meters. Such 5- 
light meters, if unobtainable elsewhere, 
should be removed from the premises 
of other customers who either are min- 
imum use customers or who use rela- 
tively uniform amounts of gas from 
month to month. The bills of such un- 
metered customers should be esti- 
mated. 

G. Where a customer is willing to 
remove a conversion burner which 
may be eligible for service under the 
foregoing rules, the utility will be per- 
mitted to charge to operating expense 
the cost of labor in removing and re- 
installing grates or other equipment to 
restore the equipment to its condition 
before conversion to gas. 

The Commission finds: 


That owing to conditions which 


have arisen and which could not rea- 
sonably have been foreseen by Milwau- 
kee Gas Light Company, Madison Gas 
& Electric Company, and Wisconsin 
Gas & Electric Company, an emer- 
gency exists with respect to each of 
said utilities which reasonably requires 
a temporary curtailment of the under- 
taking of service of each of them. 


ORDER 


It is therefore ordered: 

That the amended rules heretofore 
submitted by the respective companies 
shall be the lawful rules of said com- 
panies pending further order prescrib- 
ing uniform rules, and 

Notice is hereby given that the prin- 
ciples and proposed uniform rules as 
set forth above will be considered at a 
hearing to be held at the office of this 
Commission at Madison, Wisconsin, 
on October 25, 1946, at 10 a. Mm. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re Wisconsin Public Service Corporation 


2-U-2179 
October 15, 1946 


PPLICATION for authority to revise electric resale rates and 
1 \ certain industrial power rates, together with revision of 
coal clause and its application; granted. 


Rates, § 303 — Adjustment of fuel clause — Increased operating efficiency — 


Competitive cost of coal. 


1, Adjustment of a power company’s fuel clause by changing the base price 
of coal and the adjustment per kilowatt hour when the price of coal de- 
creases or increases over the base price should be authorized where the 
existing clause does not reflect the current efficiencies of modern steam 
generation plants and no longer measures the competitive cost of coal in a 


modern generating plant, p. 201. 
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RE WISCONSIN PUBLIC SERVICE CORP. 


Discrimination, § 96 — Electric rates — Allocation of water power — Historical 
development basis. 
2. It is not practical, and would be discriminatory, for rate making to 
allocate water power to valley customers solely on the basis of historical 
development, p. 201. 


Rates, § 303 — Coal clause — Industrial power customers. 
3. The application of a coal clause to rates available to large industrial 
power customers, which because of their size and the magnitude of their 
use of electric energy were in a position to generate their own require- 
ments at a cost not greatly in excess of the cost of purchased power, was 
deemed -warranted on the grounds that the extended operations and present 
average rate were such as to place them in a classification to which a coal 
clause was applicable, p. 202. 

Rates, § 162 — Reasonableness — Effect on industrial consumers. 
4. That a proposed power rate increase will render an industrial customer 
less able to compete with competing firms who either have the advantage 
of electric utility service under lower rates or possibly other advantages 
which the customer does not enjoy is irrelevant, p. 202. 

Discrimination, § 61 — Rate preferences — Competition factor. 
5. The Commission may not fix preferential and discriminatory rates to 
all large power customers because of the desire of some of such customers 
to conduct their business on an even competitive footing with other persons 
who are not served by the utility, except upon a showing that the value 
of the service furnished to all such large power customers is less than 
what the charge would be under proposed rates, p. 202. 


Rates, § 173 — Reasonableness — Showing as to value of service. 
6. The value of service to large power customers not served by an electric 
company is not shown to be less than what the charge would be under 
proposed rates by the mere fact that other utilities, operating elsewhere, 
charge lower rates for the same, or substantially the same, service, or by 
the fact that some customers of the utility operate their business at an 
economic disadvantage, p. 202. 

Rates, § 37 — Commission duty — Equalization of competitive conditions. 
7. It is not the Commission’s function to attempt to equalize competitive 
conditions in industry through the process of prescribing preferential rates, 
p. 202. 


> 


By the Commission: Wisconsin Notice of investigation and hearing 
Public Service Corporation on May and assessment of costs was issued by 
15, 1946, filed an application for au- the Commission on June 17, 1946. 
thority to revise its standard resale Proof of service of the notice of filing 
rates and its industrial power rate the application with the Office of Price 


schedule Cp-8, to revise the coal clause Administration and consent to inter- 
applying to such schedules, and to Vention of said agency was filed with 
adopt the coal clause in its power rate the Commission on May 31, 1946. 
schedule Cp-18 which applies in the APPEARANCES: Wisconsin Public 
Wisconsin Valley Division. Service Corporation by M. H. Mont- 
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ross, Vice President, Wausau, and 
Harry 1. Miller, Manager, rates and 
research department, Oshkosh. 

As their interests may appear: Mar- 
athon Corporation, Rothschild, and D. 
J. Murray Manufacturing Company, 
Wausau, by Grover Keith, Chief En- 
gineer, Marathon Corporation, and Di- 
rector, D. J. Murray Mfg. Co., Roths- 
child; Ward Paper Company, by 
David Smith, Secretary-treasurer, 
Merrill; Wausau Paper Mills Com- 
pany, by Carl Magnus, Vice President 
and General Manager of operations, 
Brokaw; Mosinee Paper Mills Com- 
pany, by A. G. Kernin, Operating 
Manager, Mosinee; Whiting-Plover 
Paper Company, by L. A. Moss, 
Technical Superintendent, Stevens 
Point. 

Of the Commission staff: W. H. 
Evans, rates and research department, 
and Ralph Purucker, engineering de- 
partment. 


Energy blocks 


First 10,000 kw. hrs. per month 
att 2 

“ 70,000 “ ‘ ‘ 

“ 100,000 “e “ 

“ 300,000 “ “ 
Excess ie 

Rate Cp-8 is applicable to all terri- 
tory served except the Wisconsin Val- 
ley Division. The existing rate is not 
so low as rates for comparable power 
service in the Valley Division, and the 
proposed reduction is part of the util- 
ity’s plan to establish a uniform rate 
basis for all its customers. This pro- 
posal was not a subject of opposition 
and, giving consideration to the evi- 
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The applicant seeks authority to 
make certain changes in its power 
rates, estimated to effect a net annual 
saving of $79,661 to certain customers. 
The saving is to be accomplished by 
the following methods: 

1. Decrease certain energy blocks of 
rate Cp-8 and resale rates to other util- 
ities. 

2. Modify the fuel clause by chang- 
ing the base price of coal and the ad- 
justment per kilowatt hour when the 
price of coal decreases or increases over 
said base price. 

3. Apply the coal clause to rate Cp- 
18 which does not presently include 
any coal clause. 

It is estimated that the rates under 
the first item above noted will effect 
an annual saving of $44,671 to cus- 
tomers on rate Cp-8 and annual sav- 
ings of $36,745 to resale customers. 
The present and proposed energy 
blocks are shown below: 


Energy charge 
Proposed Decrease 


dence presented, should be approved. 
The modification in the fuel clause 
listed as item (2) above will effect a 
saving of $111,000 per year to power 
customers on rates carrying a fuel 


clause. (Rates Cg-8, Cp-8, Cp-9, Cp- 
16, Cp-19, Cp-23, W-1, W-2, W-3, 
W-4, W-5, W-7, S-3, and S-5.) The 
existing and proposed fuel clauses are 
summarized below: 
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1. Base price of coal in stock, 
Bayside Plant per million stu 


2. Price as of July 1, 1946 .........ccccceee 


3. Increase over base price .........-sseeeees 
4. Adjustment per kw. hr. ..........0-eeeeeee 


5. Indicated increase per kw. hr. .............. 





Present Proposed 
17.30¢ 19.00¢ 
I PN eT 22.62 22.62 
PEP OT ne Pee Ae 5.32¢ 3.62¢ 
pe nlnh eaaeuaaaé 01¢ for .02¢ for 
each each 
.35¢ in- 1.0¢ in- 
crease * crease * 
Mears VEN RS 15¢ ** 06¢ 


* Increase or decrease in average price of coal per million stu over or under base price. 
** By amendment the adjustment has been frozen at .13 cent unless the average cost of 


coal exceeds 30-cents per million BTU. 


[1] The proposed coal clause has a 
higher basic price (19 cents instead of 
17.3 cents per million BTU) and the 
kilowatt-hour adjustment is reduced 
from an equivalent of .0285 cent for 
each 1 cent change to .02 cent for each 
1 cent change in the price of coal per 
million BTU over or under the base 
price. The evidence discloses that the 
existing adjustment does not reflect 
the current efficiencies of modern 
steam generation plants and that it no 
longer measures the competitive cost 
of coal in a modern generating plant. 
Efficiencies are now approximated at 
28,600 stu per kilowatt hour and the 
proposed adjustment of .02 cent for 
each 1 cent change in the price of coal 
per million BTU reflects an increase in 
efficiency to 20,000 sru per kilowatt 
hour. 


1. Marathon Corporation ................... 
FT Se I EN pre Vb bck b'edndscceteae 
3. Ward Paper Company ............c00s00. 
RO Be Ree errr 
5. Whiting-Plover Paper ...............:... 
6. Marathon El. Mfg. Co. .............0.00% 
Fe NE wckchecccccncdsutesifpens 
ee Be ere ere 


SE ND: i tinea a Sc Pakipainn tea waea 
eT ME oS sox cn ceces Cdanesue 


The above-named customers served 
on rate Cp-18 are located in the Wis- 
consin Valiey Division of the Wiscon- 


From the foregoing evidence, it is 
apparent that the existing coal clause 
requires the proposed adjustment in 
order to effect its essential purpose 
and the modification as proposed by 
the utility is therefore approved. 

[2] The proposal of the utility to 
apply the coal clause to rate Cp-18, re- 
ferred to as item 3 of the present ap- 
plication, which will result in an 
estimated increased cost to the custom- 
ers in said class of $31,639 per year 
was opposed by representatives of the 
customers served on this rate. The 
customers so affected, their power con- 
sumption in 1945, and the revenue to 
the utility therefrom, as well as the 
average rate for energy paid during 
said period, is shown below: 


1945 1945 Average Rate 
Kw. Hrs. Revenue Per Kw. Hr. 
14,724,000 $116,238 .789¢ 

377, 542 929 

5,246, 39,729 757 
10,446,000 74,636 714 
4,414,900 38,389 870 
2,066,400 21,831 1.056 
6,798,400 54,616 803 
1,759,000 20,279 1.153 
52,831,700 $434,260 822¢ 
452,364,197 $9,910,953 2.191¢ 


sin Public Service Corporation and 
are large users of power, have a rela- 
tively good load factor (ranging from 
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34.8 per cent to 58.5 in 1945) and, 
generally speaking, have been remark- 
ably free from seasonal and cyclic pe- 
riods of activity. 

The rate to these customers desig- 
nated as Cp-18 has not contained a 
coal clause such as the utility now 
seeks authority to apply thereto. In 
giving consideration to the evidence 
advanced by the utility and the cus- 
tomers served under Cp-18, it appears 
that the primary objective of the com- 
pany is the establishment of uniform 
rates throughout the entire system of 
the utility. The contention advanced 
by the customers that their location in 
the Wisconsin valley was influenced in 
large part by the potential hydroelec- 
tric facilities which were available 
there and the resulting conclusion that 
they should receive the benefit of all 
hydroelectric energy generated in this 
area is best answered by stating that 
the growth of operations of these cus- 
tomers and the development of the val- 
ley communities has changed the con- 
ditions of supply of power from that 
prevailing at the time these industries 
were established. In addition, the 
utility’s electric system has been inte- 
grated so that water power, steam 
power, and purchased power are all 
used to supply the system require- 
ments. It is not practical and it would 
be discriminatory to allocate water 
power to the valley customers solely 
on the basis of historical development. 

[3] The coal clause under considera- 
tion is not designed to reflect increases 
or decreases in the cost of generation 
of power by the utility. The rate 
schedules to which it is to apply are 
available to large industrial power cus- 
tomers, which because of their size and 
the magnitude of their use of electric 
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energy are in a position to generate 
their own requirements at a cost not 
greatly in excess of the cost of pur- 
chased power. Rates to such custom- 
ers, of necessity, must be closely 
geared to cost of alternative methods 
of generation. Consequently, the rates 
are low, and may not in all cases pro- 
vide a compensatory return to the util- 
ity on the basis of full allocated costs. 
The adoption of a coal clause, such as 
the one under consideration, which is 
based upon fuel efficiencies normally 
to be expected in industrial power 
plants, will preserve and maintain a 
competitive relationship between the 
company’s industrial rates and the al- 
ternative costs of power if produced by 
the industries themselves. The coal 
clause or coal factor adjustment is de- 
signed to measure the differential and 
automatically adjust the rate to com- 
pensate for changes in coal prices. The 
basic rates as they now exist already 
include the cost of generation, trans- 
mission, distribution and other ex- 
penses relating to the sale of energy. 
The incorporation of a coal clause to 
customers on rate Cp-18 is warranted 
on the grounds that the extended op- 
erations and present average rate are 
such as to place them in a classifica- 
tion to which a coal clause is applica- 
ble. 

The Cp-8 rate, which has been re- 
ferred to in this proceeding and which 
has not heretofore been available to 
Wisconsin Valley Division customers, 
should be made available to all quali- 
fied customers of the utility. 

[4-7] The intervening paper manu- 
facturers have urged that the increase 
in the cost of their service which would 
occur under the proposed changes in 
rates will render them less able to com- 
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pete with other paper manufacturers 
who either have the advantage of elec- 
tric utility service under lower rates, 
or possibly other advantages which 
those intervenors do not enjoy. This 
contention cannot be entertained as ap- 
plicable to the level of rates proper to 
be prescribed for any service performed 
by the applicant herein. 

To entertain this contention would 
be tantamount to a tacit adoption of 
the principle that utility rates should 
be fixed and prescribed upon the basis 
of factors or considerations which do 
not relate directly to the cost or value 
of the service for which those rates are 
charged. This Commission cannot, 
under its legislative mandate, fix rates 
which are designed to compel any cus- 
tomer, or class of customers, of a pub- 
lic utility to pay any part of the 
charges made by that utility for serv- 
ice furnished to other customers, or 
classes of customers. But that is ex- 
actly what would happen if the Com- 
mission should prescribe rates appli- 
cable to the service furnished to inter- 
venors which they urge. 

Stated otherwise, intervenors ask 
the Commission to fix preferential and 
discriminatory rates for services fur- 
nished by Wisconsin Public Service 
Corporation to all its larger power cus- 
tomers because of the desire of some 
of such customers to conduct their 
business on an even competitive foot- 
ing with other persons who are not 
served by that utility. This the Com- 
mission could not do except upon a 
showing that the value of the service 
furnished to all such large power cus- 
tomers is less than the charge therefor 
would be under the rates as proposed. 
That showing is not made by the mere 
fact that other utilities operating else- 


where charge lower rates for the same, 
or substantially the same, service. 
Much less is the showing made by the 
fact that some customers of the utility 
operate their business at some sort of 
economic disadvantage when compared 
with other persons operating else- 
where in competition with such cus- 
tomers. It is no part of this Commis- 
sion’s function to attempt to equalize 
competitive conditions in industry 
through the process of prescribing 
preferential rates. 

The Commission finds : 

1. That the existing industrial rate 
schedules of Wisconsin Public Service 
Corporation designated as Cp-8 and 
Cp-18 and resale schedules W-1, W-2, 
W-3, W-4, W-5, W-7, and S-5 are un- 
reasonable and discriminatory. 

2. That the coal clause presently ap- 
plicable to schedules Cg-8, Cp-8, Cp-9, 
Cp-16, Cp-19, Cp-23, W-1, W-2, W- 
3, W-4, W-5, W-7, S-3, and S-5 is un- 
reasonable. 

3. That the revision of the rate 
schedules set forth in the attached Ap- 
pendix A, together with the revision 
of the coal clause and its application to 
schedule Cp-18 are reasonable and 
nondiscriminatory. 

The Commission concludes : 

That authority should be granted to 
Wisconsin Public Service Corporation 
to revise its coal clause and rate sched- 
ules in accordance with the foregoing 
findings and as set forth in particular- 
ity in Appendix A attached hereto. 


ApPENDIX A 


Coal Clause: 

Applicable to schedules Cg-8, Cp-8, Cn-9, 
Cp-16, Cp-19, Cp-23, W-1, W-2, W-3, W-4, 

-5, W-7, S-2, S-5, and Cp-18. 

The 's gross charge shall be decreased or 
increased .02 cent per kw. hr. for each whole 
one cent (1¢) decrease below or increase 
above an average cost of 19.0 cents per mil- 
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lion BTU of coal in stock at the Bayside plant Resale Schedules 

of Wisconsin Public Service Corporation at w-.j, W-2, W-3, W-4, W-'. W-7, and S-5 
Green Bay during the calendar month nre- En. : h , ; ; ° ‘ 
ceding the month in which energy was used. Fi wag 4 000 ew 


Schedule Cp-8—Industrial Power per kw. hr. 
Effective in: All territory served including Next 20,000 kw. hr. per month at 1.3¢ gross 
that of the Wisconsin Valley Division. per kw. hr. 
Rate Next 70,000 kw. hr. per month at 1.0¢ gross 
Demand charge—Same as present. per kw. hr. 
Energy charge Next 100,000 kw. hr. ‘er month at .7¢ gross 
First ogg 4 kw. hr. per month at 1.6¢ gross per kw. hr 
per kw. hr. 
Next —_~ ‘ew. hr. per month at 1.3¢ gross pr mg es Sing per month st 55? gross 
per kw. hr. 
Coal clause 
7 ag Paget hr. per month at 1.0¢ gross aon on eck tails shane 
Next 100,000 kw. hr. per month at .7¢ gross Other provisions ; 
per kw. hr. Same as provided in present schedules. 
Excess kw. hr. per month at .55¢ gross Schedule Cp-18—Large Primary Industrial 
per kw. hr. Power 
Coal clause Coal Clause 
Same as set forth above. Same as set forth above. 
Other provisions Other provisions 
Same as provided in the present schedule. Same as provided in present schedule. 


. hr. per month at 1.6¢ gross 
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Chesapeake Airways, Incorporated, et al. 


Columbia Airlines, Incorporated 


Case No. 4792, Order No. 42525 
August 13, 1946 


OMPLAINT against allegedly unauthorized operations of air 
transportation company; cessation of operations ordered. 
For denial of injunction against order, see post, p. 211. 


Certificates of convenience and necessity, § 49 — Motor carriers — Airport con- 
nection — Authorization requirement. 
1. The operation by an air transportation company of a motor service to 
convey passengers from airport to city is a violation of law unless prior 
Commission authorization has been obtained, p. 207. 


Air carriers, § 1.1 — Commission jurisdiction — Unsafe operation. 
2. The Commission will not countenance any unsafe operations incident to 
the public transportation of passengers by air, whether interstate or intra- 
state, since it is expressly charged with the obligation of requiring all com- 
mon carriers engaged in business in the state to render safe and adequate 
service, p. 208. 
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CHESAPEAKE AIRWAYS, INC. v. COLUMBIA AIRLINES, INC. 


Interstate commerce, § 32 — Air carriers — Commission authority — Public 


safety. 


3. A state regulatory body vested with the supervision of common carriers 
and charged with the duty of requiring safe and adequate service by such 
carriers is authorized to insist upon a compliance by interstate air carriers 
with all reasonable rules and regulations for the purpose of promoting pub- 


lic safety, p. 208 


Service, § 125 — Duty to serve — Interstate air carrier. 
4. An air carrier is not relieved from the duty of furnishing safe and ade- 
quate service even though it be regarded as an interstate carrier and, there- 
fore, not required to obtain an operative permit from the state Commission, 


p. 209 


Public utilities, § 64.1 — Air carriers — Common carrier. 
5. An air carrier holding itself out to serve the public traffic between cer- 
tain cities at a fixed fare per person, regardless of the number of persons 
carried on regular scheduled flights, is a common carrier and subject to 


Commission jurisdiction, p. 209. 


Interstate commerce, § 8 — Partial interstate movements — Air carriers — Com- 


mission jurisdiction. 


6. The fact that the flights of an air carrier between two cities in the same 


state are over 


rt of another state is not sufficient to deprive a state Com- 


mission of jurisdiction where no stops are made out of state and no com- 
mingling of interstate-intrastate passengers and freight is involved, p. 210. 


APPEARANCES: Clarence W. Miles 
and Benjamin C. Howard, for Chesa- 
peake Airways, Incorporated, and Red 
Star Motor Coaches, Inc.; Joseph H. 
A. Rogan and J. Richard Wilkins, for 
Columbia Airlines, Inc.; Philip H. 
Dorsey, Jr., People’s Counsel. 


By the Commission: Chesapeake 
Airways, Incorporated (hereinafter 
referred to as “Chesapeake” ), and Red 
Star Motor Coaches, Inc. (hereinafter 
referred toas “Red Star’’), filed a joint 
petition.on July 9, 1946, in which they 
complained of the operation by Colum- 
bia Airlines, Inc. (hereinafter referred 
to as “Columbia”), of a public trans- 
portation service by aircraft between 
Baltimore, Maryland, and Bishop- 
ville, Maryland, and a motor vehicle 
passenger service between Bishopville, 
Maryland, and Ocean City, Maryland, 
the latter service being furnished for 


the exclusive use and convenience of 
Columbia’s aircraft passengers. The 
complainants alleged that Columbia’s 
operations were and are not only con- 
ducted without prior permission or 
authority of the Commission but also 
in violation of previous orders of the 
Commission denying Columbia the 
right to render service between Balti- 
more and Ocean City. The complain- 
ants further allege that the service of 
which they complain constitutes an in- 
fringement upon the rights and au- 
thority vested in them by reason of the 


‘prior action of the Commission and 


accordingly seek an order requiring 
Columbia forthwith to cease and de- 
sist from a continuance of its opera- 
tions between Baltimore, Bishopville, 
and Ocean City. 

In its answer to the petition, Colum- 
bia contended : 
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(1) That the laws of this state dele- 
gating to the Commission certain reg- 
ulatory jurisdiction and powers failed 
to include therein authority over the 
transportation of passengers by air- 
craft. 

(2) That the challenged operation 
was and is a nonscheduled charter 
service and therefore not a common 
carrier service subject to Commission 
regulation. 

(3) That in any event, Columbia’s 
operations were interstate in character 
and hence not subject to regulation by 
the state of Maryland. 

There is little disagreement between 
the parties as to the facts in the case, 
the controversey being essentially with 
respect to questions of law. However, 
a full understanding of the facts, as 
disclosed by the evidence, is necessary 
in order to determine the questions of 
law involved. 

In July, 1945, Red Star and Colum- 
bia each filed an application with the 
Commission seeking authority to en- 
gage in the public transportation of 
passengers by aircraft between Balti- 
more and various other points in the 
state of Maryland, including Ocean 

City. After extended hearings, the 
Commission concluded that Red Star 
was in a particularly favorable position 
to render service between Baltimore, 
Easton, Salisbury, and Ocean City in 
that it was operating motor bus serv- 
ice between the principal towns on the 
Eastern Shore and was prepared to 
codrdinate bus and aircraft operations 
to give maximum service to the pub- 
lic. Accordingly, by its Order No. 
41449, dated October 5, 1945, 60 
PUR(NS) 257, the Commission au- 
thorized the issuance of permits to 
Red Star for operation between Balti- 


more and the municipal airports at 
Salisbury and Easton and further pro- 
vided that permits would be issued to 
it for operation to Ocean City when 
a suitable airport had been established. 
While by its same order Columbia was 
authorized to operate between Balti- 
more, Hagerstown, and Cumberland, 
its application to operate between 
Baltimore, Ocean City, Salisbury, and 
Cambridge was denied. 

After considerable study Red Star 
concluded that it would be better to 
have the service, which it was author- 
ized to inaugurate, rendered by a cor- 
poration not owned or controlled by 
it and the Commission, after hearing 
and investigation, by its Order No. 
41789 dated February 4, 1946, pro- 
vided that Chesapeake might establish 
service by aircraft between Baltimore, 
Salisbury, and Easton, and also to 
Ocean City upon the establishment of 
a suitable airport. In that proceeding 
Columbia renewed its application for 
authority to furnish common carrier 
service by aircraft between Baltimore, 
Ocean City, Salisbury, and Cam- 
bridge which application was dis- 
missed by the Commission. 


Thereafter, under authorization of 
the Commission’s aforesaid Order No. 
41789, Chesapeake sold 18,000 shares 
of its capital stock for a consideration 
of $10 per share; purchased two 
Douglas D. C. 3 28-passenger planes 
which were duly licensed by the State 
Aviation Commission ; secured its op- 
erating personnel and on April 5, 
1946, commenced daily advertised and 
scheduled flights in both directions be- 
tween Baltimore, Easton, and Salis- 
bury. At the two latter points the 
planes are met by Red Star busses and 
passengers transported to Ocean City 
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and other Eastern Shore points. 
Chesapeake’s schedules and _ tariffs 
have been filed with an accepted by the 
Commission. 

Sometime during the month of 
June, 1946, Columbia inaugurated the 
service now the subject of complaint 
and without having first obtained the 
approval of the Commission. The un- 
contradicted testimony shows that at 
least two plane trips are operated 
daily (weather conditions permitting) 
in each direction between Baltimore 
and Bishopville, one in the morning 
and one in the afternoon. Frequently 
during the month of July three or 
more trips were made in each direc- 
tion. Daily newspaper advertisements 
sought public patronage over Colum- 
bia’s line between Baltimore and 
Ocean City and witnesses testified as 
to the ease with which reservations 
were made in advance for trips on des- 
ignated days and at approximately the 
same hours of departure. Three wit- 
nesses testified to having made a res- 
ervation for different days on a plane 
to leave Baltimore for Bishopville at 
approximately 9 a. M. The witness 
Tyndall testified to the number of 
Columbia’s planes daily leaving or ar- 
riving at Bishopville during the month 
of July and the transportation engin- 
eer of the Commission testified that 
his investigation disclosed that at 
least 260 passengers traveled between 
Baltimore and Bishopville during the 
first fifteen days of July, 1946, and 
that 207 passengers traveled by the 
sedan from Ocean City to Bishopville 
for transportation to Baltimore by 
Columbia airline during the same pe- 
riod. The same one-way or round- 
trip fare was charged each passenger 
regardless of the number of passen- 
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gers in the plane on the particular trip. 
The manager of Columbia testified 
that a trip would be made between the 
two points whether one, several, or a 
full load of passengers were aboard 
and that the individual rate was the 
same. Tickets were sold bearing 
thereon the printed statement read- 
ing “Subject to P. S. C. Tariff Regu- 
lations” and this despite the fact that 
no tariffs between the points in ques- 
tion were ever filed with the Com- 
mission by Columbia. 

[1] At Bishopville, the evidence 
discloses, each plane was met by a 
Chevrolet sedan bearing the printed 
words on the body thereof reading 
“Columbia Airlines” and passengers 
were transported from the airport at 
Bishopville to Ocean City for a charge 
of 75 cents. The sedan was not only 
used exclusively for Columbia’s pas- 
sengers arriving at Bishopville des- 
tined for Ocean City or going from 
Ocean City to board the Columbia 
planes at Bishopville but all tickets for 
such service were sold by Columbia’s 
agents at Ocean City and Baltimore 
and no cash was collected from passen- 
gers by the owner or owners of the 
sedan. It was further established that 
Columbia had a contract with Samuel 
Gregory and LeRoy Jones, owners of 
the sedan, under which contract 
Columbia agreed to pay a fixed weekly 
sum for the motor vehicle service 
above described and pursuant to which 
the vehicle was to be used solely for 
the convenience and benefit of Colum- 
bia’s passengers using its aircraft 
service between Baltimore and Bishop- 
ville. 

It is abundantly clear from the evi- 
dence that Gregory and Jones are 
agents of Columbia and that, no permit 


207 65 PUR(NS) 








MARYLAND PUBLIC SERVICE COMMISSION 


having been granted to Columbia or 
Gregory and Jones to operate public 
passenger motor vehicles between 
Bishopville and Ocean City, the-op- 
eration of such vehicles is in contra- 
vention of the laws of Maryland. It is 
significant to observe that when Greg- 
ory and Jones were arrested on July 
26, 1946, by the state police for op- 
erating without a permit and were re- 
leased pending a subsequent hearing 
before a magistrate, Columbia the 
next day increased its tariffs for the 
air flight from Baltimore to Bishop- 
ville by an amount equivalent to that 
which had theretofore been charged its 
passengers for motor vehicle trans- 
portation from Bishopville to Ocean 
City and that Gregory and Jones con- 
tinued their operation which they de- 
scribed in their testimony as being 
conducted “without charge” to any- 


one. The Commission can only con- 
clude that the activities of Gregory 
and Jones are those of agents or em- 
ployees of Columbia and it cannot ac- 
cept the statement that the transporta- 
tion services being rendered by the two 


individuals are gratuitous. Golds- 
worthy v. Public Service Commission 
141 Md 674, PUR 1923C 626, 119 
Atl 693. 


All the facts as outlined above are 
uncontradicted in the record of the 
proceedings before the Commission as 
is the fact that all of the passengers 
transported by Columbia aircraft be- 
tween Baltimore and Bishopville were 
passengers originating in or destined 
to either Baltimore or Ocean City. 
It is conceded that the planes, in flying 
between Baltimore and Bishopville, 
fly over a part of the state of Delaware 
but it is likewise conceded that no 
tickets were sold for transportation be- 


tween any points except Baltimore and 
Ocean City or Bishopville, all of said 
points being in the state of Maryland. 
Furthermore, there was no evidence 
adduced for the purpose of showing 
that any mail, express, or freight was 
transported on any of the flights or 
that any of the passengers carried 
were connecting with any other car- 
rier for transportation to a point out- 
side of the state of Maryland. 

[2] A most important question 
confronting the Commission in this 
case is whether Columbia’s operation 
meets the standards of public safety 
reasonably to be required of an air 
carrier engaged in tht public trans- 
portation of passengers. The Com- 
mission would be derelict in its duty if 
it countenanced any unsafe operation 
—whether interstate or intrastate— 
since the Commission is clearly 
charged (§§ 368 and 381 of Art 23, 
Annotated Code of Md) with the ob- 
ligation of requiring all common car- 
riers engaged in business in this state 
to render “safe and adequate service.” 


[3] The United States Supreme 
Court has repeatedly held that a state 
regulatory body vested with the su- 
pervision of common carriers and 
charged with the duty of requiring 
safe and adequate service by such car- 
riers is authorized to insist upon a 
compliance by interstate carriers with 
all reasonable rules and regulations en- 
acted for the purpose of promoting 
public safety. In short, interstate car- 
riers must comply with such rules and 
regulations to the same extent as car- 
riers engaged solely in intrastate busi- 
ness. Erie R. Co. v. Public Utility 
Comrs. 254 US 394, 65 L ed 322, 
PUR 1921C 143, 41 S Ct 169; Kelly 
v. Washington ex rel. Foss Co. (1937) 
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302 US 1, 82 L ed 3, 58 S Ct 87; 
Southern P. Co. v. Arizona ex rel. 
Sullivan (1945) 325 US 761, 89 L ed 
1915, 59 PUR(NS) 211, 65 S Ct 
1515; Welch Co. v. New Hampshire 
(1939) 306 US 79, 84, 83 L ed 500, 
27 PUR(NS) 238, 59 S Ct 438. 

[4] It follows that even though 
Columbia be regarded as an interstate 
carrier and not required to obtain a 
permit from this Commission in order 
to conduct its interstate business, 
Columbia is not relieved from the ne- 
cessity of furnishing a safe and ade- 
quate service. The evidence in this 
case necessitates a conclusion that 
Columbia’s operations do not meet the 
requirements of public safety as pre- 
scribed by either Federal or state laws 
and regulations promulgated pursuant 
to such laws. 


The airport at Bishopville has been 
classified by the State Aviation Com- 
mission as a Class I airport and it is 
uncontradicted that it does not have 
any paved runways upon which planes 
may take off or land. Regulations is- 
sued by both the Civil Aeronautics 
Authority and the State Aviation 
Commission of Maryland recognize 
that Boeing 247D planes are of a 
weight, size, and possess operating 
characteristics which require, in the 
interest of public safety, that such 
planes take off and land on paved run- 
ways on airports meeting at least the 
specifications of Class II. In this 
connection it is significant to observe 
(i) that § 14 of Art 1A of the Code 
of Public General Laws of Maryland 
declares that “the policy, principles, 
and practices established by the Civil 
Aeronautics Authority . . . are here- 
by adopted and extended and made ap- 
plicable . to cover all air traffic 
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in this state . . . ,” and (ii) that the 
policies and practices of the Civil 
Aeronautics Authority do not approve 
of the use of Boeing 247D planes in 
and out of Class I airports. 

In the light of the above and the 
evidence with respect to the topog- 
raphy, state of condition of the Bish- 
opville airport as portrayed by the 
photographs exhibited at the hearing, 
and all of the evidence before the Com- 
mission with respect to that airport 
and the planes used by Columbia, the 
Commission finds that a continuance 
of Columbia’s operations by air be- 
tween Baltimore and _Bishopville 
should be restrained in the interest of 
public safety, if for no other rea- 
son. 

[5] But it is further clear to the 
Commission that Columbia is hold- 
ing itself out to serve the public travel- 
ing between the points in question 
within the limits of the capacity of 
Columbia’s planes; that a fixed fare 
or tariff is charged for each person 
regardless of the number of passen- 
gers carried on the flight and that a 
schedule of at least two planes daily in 
each direction is operated between 
Baltimore and Bishopville, supple- 
mented by a motor vehicle service of 
the same frequency in each direction 
between Bishopville and Ocean City. 
Such facts, in our opinion, are fully 
established by the evidence and are 
sufficient to support our conclusion 
that Columbia is a common carrier. 
We have been advised by our General 
Counsel that those common carriers 
engaged in the public transportation 
of passengers by aircraft are subject 
to our jurisdiction to the same extent 
as all other common carriers and we 
believe that to hold otherwise would 
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be clearly incompatible with the pub- 
lic interest. 

[6] Finally, we are unable to 
agree that, merely because Columbia’s 
flights are over a part of Delaware 
in carrying passengers between two 
points of origin and destination located 
in Maryland, such crossing of the 
state boundary, under the circum- 
stances herein described, is sufficient 
reason to deprive the Commission of 
jurisdiction. There is no commingling 
of passengers or freight originating in 
Maryland and terminating outside of 
the state with passengers or freight 
moving solely within the state in- 
volved in this case. We are here con- 
cerned solely with the regulation and 
control of a common carrier which is 
not regulated by any Federal agency 
in the conduct of its operations, which 
operations, so far as the instant case 
is concerned, are transporting pas- 
sengers between Baltimore, Maryland, 
and Ocean City, Maryland. We have 
heretofore found that another air car- 
rier is better qualified to render that 
service and no evidence has since been 
offered to indicate that we were in 
error in so finding. 


We conclude that the operations of 


Columbia which are the subject of 
this complaint are unlawful and we 
shall accordingly issue an order re- 
quiring it to cease and desist from con- 
tinuing such operations within five 
days after the date hereof. 


ORDER 


In accordance with the conclusions 
reached in the opinion of the Commis- 
sion filed herein on the date hereof, 
which said opinion is hereby referred 
to and made a part hereof, 

It is, therefore, this 13th day of 
August, in the year 1946, by the Pub- 
lic Service Commission of Maryland, 

Ordered: (1) That Columbia Air- 
lines, Inc., shall cease the operation of 
public transportation service by air- 
craft between Baltimore, Maryland, 
and Bishopville, Maryland, not later 
than August 19, 1946. 

(2) That Columbia Airlines, Inc., 
shall cease the motor vehicle opera- 
tions between Bishopville, Maryland, 
and Ocean City, Maryland, com- 
plained of herein, whether conducted 
by it directly, or indirectly by or 
through an independent agent or oth- 
erwise, not later than August 19, 
1946. 
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MARYLAND CIRCUIT COURT OF BALTIMORE CITY 


Columbia Airlines, Incorporated 


Charles B. Bosley et al. 


September 25, 1946 


PPLICATION for an injunction restraining the enforcement 
A of a Commission order requiring an air carrier to cease 
operation; denied. For Commission decision see (1946) 

ante, p. 204. 


Appeal and review, § 32 — Scope of review — Commission order. 
1. The court, in reviewing a Commission order, is limited to ascertaining 
whether it is a valid exercise of administrative authority and is supported 
by substantial evidence, p. 213. 


Appeal and review, § 32 — Commission finding of facts. 
2. The court on review may not substitute its judgment for that of the 
Commission with respect to a finding of fact if such finding is supported by 
substantial evidence, p. 213. 


Public utilities, § 13 — Common or chartered carrier. 


3. The question of whether an air carrier is a common carrier or a char- 
tered carrier is partly of law and partly of fact, p. 214. 


Public utilities, § 64.1 — Air carriers — Nonscheduled flights. 


4. The fact that aircraft operations are not on a schedule is not controlling 
as to its common carrier status, p. 214. 


Air carriers, § 1.1 — Commission jurisdiction — Statutory limitations. 


5. A statute conferring on a Commission power over common carriers “by 
land, water, or both” does not deny jurisdiction over a common carrier by 
air when considered in the light of other statutes extending Commission 
jurisdiction to any common carrier operating within the state, p. 214. 

Air carriers, § 1.1 — Commission jurisdiction — State Aviation Commission. 
6. A state Public Service Commission, having jurisdiction over air carriers 
under its general authority to supervise and control common carriers with- 
in the state, is deemed to possess jurisdiction over such carriers superior 
to that of a State Aviation Commission which has never supervised the 
operation of common carriers by air nor attempted to exercise any juris- 
diction over such carriers with respect to fares, traffic lanes, public services, 
or the relation of the type of plane to the class of field upon which it lands 
or takes off, p. 215. 


Interstate commerce, § 32 — State Commission jurisdiction — Air carrier. 


7. Objection to a state Commission’s assumption of jurisdiction over an 
interstate air carrier was considered ineffective where no Federal instru- 
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mentality had attempted to regulate the carrier and commission — 
were not in conflict with any Federal regulation or authority, p. 215. 


Appeal and review, § 53 — Commission decision — Unsafe practices of air car- 
rier. 

8. A Commission finding that the operations of an air carrier were unsafe 

will not be overcome by proof that no accident has ever occurred, p. 216. 


Principal and agent — Air carrier — Agency of taxicab company. 
9. A Commission finding that cab operators from an airport into town were 
agents of the airline companies was supported by sufficient evidence where 
the taxi service was a vital part of the trip between two air terminals and 
its operators were paid a weekly salary from the airline company, which 
also took up their debt and financing on their automobiles, p. 216. 


Evidence, § 16 — Admissibility — Regulation of Civil Aeronautics Authority — 
Safety measures of air carrier. 

10. No error was committed by the state Commission in admitting into 
evidence, at a proceeding in which the safety measures of an air carrier 
were at issue, a government booklet describing different classes of air- 
fields and the planes which may safely be used at each and a copy of the 
regulations of the Civil Aeronautics Authority, since neither placed the 
carrier in any unreal or false position before the Commission or the court, 
nor was biased, nor was unavailable to both parties in interest, p. 216. 


* 


Mason, J.: The parties to this “cease the motor vehicle operations 


cause are the plaintiff, Columbia Air- 
lines, Inc., a corporation, engaged in 
the business of transporting passen- 
gers for hire, by air, hereinafter re- 
ferred to as “Columbia,” the Public 
Service Commission of Maryland, re- 
ferred to as “Commission,” Chesa- 
peake Airways, Inc., referred to as 
“Chesapeake” and Red Star Motor 
Coaches, Inc., referred to as “Red 
Star,” defendants, “Chesapeake” and 
“Red Star” having been made parties 
upon their joint petition, by order of 
court dated August 20, 1946. 

The relief sought is an injunction 
restraining the “Commission” from 
enforcing its order No. 42525, 65 
PUR(NS) ante, 204, which requires 
“Columbia” to (1) “cease the opera- 
tion of public transportation service 
by aircraft between Baltimore, Mary- 
land, and Bishopville, Maryland, not 
later than August 19, 1946” and (2) 
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between Bishopville, Maryland, and 
Ocean City, Maryland, complained 
of herein, whether conducted by it di- 
rectly or indirectly by or through an 
independent agent or otherwise, not 
later than August 19, 1946.” 

The bill was filed on August 17, 
1946. It alleges that “Chesapeake” 
and “Red Star” filed a complaint be- 
fore the “Commission” stating that 
“Chesapeake” has permits. from the 
“Commission” to engage in the pub- 
lic transportation of passengers and 
freight between Baltimore and Salis- 
bury, Maryland, and also between 
Baltimore and Ocean City, Maryland, 
when a suitable airport has been estab- 
lished at Ocear City and that “Colum- 
bia” is unlawfully engaged in the 
public transportation of passengers by 
aircraft between Baltimore and Bish- 
opville, Maryland, and thence by mo- 
tor vehicle to Ocean City, Maryland. 
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That after a hearing on said complaint 
the “Commission” ordered “Colum- 
bia” to cease the air operation com- 
plained of and a copy of the order is 
filed with the bill as complainant’s Ex- 


‘hibit No. 1. The bill then goes on to 


charge that “Columbia” is operating 
in interstate commerce, is not a com- 
mon carrier, does not operate the mo- 
tor vehicle described in the complaint, 
and that its air operations are safe. 
It further alleges that Order No. 
42525, supra, is unlawful because the 
“Commission” has no jurisdiction 
over transportation by air. Finally 
it charges that the order is in violation 
of Art 23, Art 56, and Art 1-A of 
the Code of Public General Laws of 
Maryland and Title 49 USCA § 401 
et seq and Art 1, § 10 of the Constitu- 
tion of the United States. 


Defendant, the “Commission” an- 
swered the bill denying that “Colum- 
bia” is in interstate commerce or a 
chartered carrier, admitting the filing 
of the complaint, the Order No. 42525, 
supra, and averring its legality, in that 
the “Commission” had authority un- 
der the circumstances to make and en- 
force it. The answer further alleges 
that the factual findings are supported 
by substantial evidence. “Chesapeake” 
and “Red Star’ filed a joint answer 
setting up certain facts in the record 
authorizing the making of the order, 
the position of each with respect to 
the alleged acts of “Columbia,” and 
averring that the order constituted a 
valid exercise of the power and au- 
thority of the “Commission.” 

It will be seen that the real issue 
is (a) whether the plaintiff is subject 
to control by the “Commission” in the 
operation between Baltimore, Bishop- 
ville, and Ocean City and (b) if so, 
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is there substantial evidence in the 
record supporting the order of the 
“Commission.” 

“Columbia” urges in support of its 
bill that the “Commission” has no con- 
trol over its passenger service from 
Baltimore to Ocean City or return, 
because : 

(1) The “Commission’s” jurisdic- 
tion is limited to common carriers and 
“Columbia” is a chartered carrier and 
not a common carrier. 

(2) If “Columbia” is a common 
carrier it is not subject to jurisdiction 
because the “Commission’s” authority 
is limited to common carriers by land 
and water and “Columbia” is a car- 
rier by air. 

(3) Exclusive jurisdiction over in- 
trastate air carriers has been, by legis- 
lative authority, committed to be 
State Aviation Commission. ; 

(4) “Columbia” is in interstate 
transportation and therefore the 
“Commission” has no jurisdiction. 

(5) No substantial evidence has 
been offered to support the view that 
“Columbia’s” operations from Balti- 
more to Ocean City, Maryland, or re- 
turn are unsafe or that Gregory and 
Jones operating the bus from and 
to Bishopville are ‘“Columbia’s” 
agents. 

(6) “Commission” erred in admit- 
ting “Chesapeake” Exhibit No. 8. 

[1, 2] Before we begin the very in- 
teresting study that the issues present, 
it may be well to note that the court is 
limited to ascertaining whether the 
order of the “Commission” is a valid 
exercise of administrative authority 
and is supported by substantial evi- 
dence. The court may not substitute 
its judgment for that of the “Commis- 

>..9? 
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finding of facts, if such finding is sup- 
ported by substantial evidence. 

Crisfield v. Public Service Commis- 
sion (1944) 183 Md 179, 185, 54 
PUR(NS) 357, 36 A2d 705. 

Substantial evidence is said to be: 
“more than a mere scintilla. It means 
such relevant evidence as a reasonable 
mind might accept as adequate to sup- 
port a conclusion.” 40 Words and 
Phrases, 500; Consolidated Edison 
Co. v. National Labor Relations 
Board (1938) 305 US 197, 83 L ed 
126, 26 PUR(NS) 161, 171, 59S Ct 
206, 216, 217; Chrisfield v. Public 
Service Commission, supra, 183 Md 
at p. 187. 


We must also remember that § 419 
of Art 23, Code of Public General 
Laws provides: “In all trials, actions, 
and proceedings arising under the pro- 
visions of this subtitle or growing out 
of the exercise of the authority and 
powers granted herein to the Commis- 
sion, the burden of proof shall be upon 
the party adverse to such Commission, 
or seeking to set aside any determina- 
tion, requirement, direction, or order 
of said Commission, to show by clear 
and satisfactory evidence that the de- 
termination, requirement, direction or 
order of the Commission complained 
of is unreasonable or unlawful, as the 
case may be.” 

[3, 4] 1. The question of whether 
“Columbia” is a common carrier or a 
chartered carrier is partly of law and 
partly of fact. A common carrier has 
been defined as “one who, as a regular 
business, undertakes for hire to carry 
for such persons as may apply so long 
as capacity is available.” (13 CJS Car- 
riers, § 3, p. 29.) The fact that an 
aircraft operation is not scheduled is 
not controlling as to its common car- 


rier status. Tiser v. Colonial Western 
Airways (1932) 10 NJ Mis R 1118, 
162 Atl 591, 592; Claypool v. Light- 
ning Delivery Co. 38 Ariz 262, PUR 
1931D 396, 299 Pac 126, 128; Smith 
v. O’Donnell (Cal App 1931) 5 P2d 
690, 692 ; McCusker v. Curtiss-Wright 
Flying Service (1933) 269 Ill App 
502, 520. 

The “Commission” found that “Co- 
lumbia” holds itself out to carry for 
hire such persons as apply as long as 
capacity is available, and after examin- 
ing the record the court finds that it 
contains substantial evidence to sup- 
port the finding that Columbia is 
a common carrier. 

[5] 2. Does the Commission have 
jurisdiction over intrastate common 
carriers by air? “Columbia” urges 
that Art 23, § 344 excludes jurisdic- 
tion over air carriers because it reads: 
“The term common carrier, when used 
in this subtitle, includes all 
persons and associations of persons, 
whether incorporated or not, operat- 
ing such agencies for public use in the 
conveyance of persons or properties 
within this state, by land or by water 
or both.” (Italics supplied.) This 
construction overlooks § 349, provid- 
ing that supervision by the “Commis- 
sion” shall extend “to any common 
carrier operating or doing business 
within the state.” It also overlooks 
§ 360 which states that “This subtitle 
shall apply to the transportation of 
passengers, freight, or property from 
one point to another within the state 
of Maryland and to any common car- 
rier performing such service.” 

The court agrees with the “Com- 
mission” that §§ 349 and 360 are not 
limited by § 344, and that the “Com- 
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mission” has jurisdiction over com- 
mon carriers by air. 

[6] 3. Has the legislature commit- 
ted exclusive jurisdiction over the op- 
eration of intrastate air carriers to the 
State Aviation Commission? Article 
1-A, Vol. 3, 31A, Flack’s Maryland 
Code, which is the Uniform Air Li- 
censing Act, creates the State Aviation 
Commission. It provides for a seal, 
a report to the governor, each year 
and the personnel of the Aviation 
Commission. By the Article, the Avia- 
tion Commission is also “empowered 
to confer with or to hold joint hear- 
ings with any Federal aeronautical 
agency in connection with any matter 
arising under this Article.” 

Article 41, § 7-A, Vol. 3, Flack’s 
Code provides that every Commission 
that has power to make rules shall file 
copies thereof with the court of ap- 
peals. The Aviation Commission has 
made certain rules and duly filed them. 
Under its rules it has assumed the duty 
of recording the licenses of aircraft 
and airmen, licensing and classifying 
and inspecting airports. It has never 
supervised the operations of common 
carriers by air nor has it attempted to 
exercise any jurisdiction over such 
carriers with respect to their fares, 
traffic lanes, public services, or the 
relation of the type of plane to the class 
of field upon which it lands or takes 
off. The court has not been directed 
to any legislative action which would 
authorize the Aviation Commission to 
do so and is convinced that the Public 
Service Commission does have that 
power under its general authority to 
supervise and control common carriers 
and that the legislature of Maryland 
has not committed exclusive jurisdic- 
tion over the operations of state air 
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carriers to the State Aviation Com- 
mission. 

[7] 4. Plaintiff contends that “Co- 
lumbia” in the operation from Balti- 
more to Ocean City by way of Bishop- 
ville is in interstate transportation and 
therefore the “Commission” has no ju- 
risdiction. The airline passes ever a 
narrow strip of the state of Delaware 
on the way to Bishopville. This is a 
very interesting question and unless all 
aviation becomes Federalized at an 
early date, the question will doubtless 
have to be answered. For the pur- 
poses of this case it is not necessary to 
decide it. Assuming that “Colum- 
bia’s” operation is interstate in nature, 
it would still be subject to regula- 
tion by the “Commission” if (a) 
no Federal instrumentality had exer- 
cised the power reposed in it to regu- 
late the plaintiff. It is conceded that 
“Columbia” has no permit from any 
Federal authority to carry passengers 
from Baltimore to Bishopville or 
Ocean City, Maryland, nor has the 
plaintiff submitted itself or its opera- 
tion to Federal regulation of any kind. 
(b) The regulation by the “Commis- 
sion” is not in conflict with any Feder- 
al regulation or authority. No Fed- 
eral agency or instrumentality has pro- 
mulgated any regulation prescribing 
the type of planes that may safely land 
or take off from airports meeting cer- 
tain minimum specifications; there- 
fore, the “Commission” was within its 
powers in making such a determina- 
tion and the determination could not 
and did not conflict with any Federal 
regulation because no Federal regula- 
tion exists. Laird v. Baltimore & O. 
R. Co. (1913) 121 Md 179, 184, 88 
Atl 347, 47 LRA( NS) 1167, Ann Cas 
1915B 728; Atlantic Coast Line R. 
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Co. v. Georgia (1914) 234 US 280, 
290, 58 L ed 1312, 34 S Ct 829; Brad- 
ley v. Ohio Pub. Utilities Commission, 
289 US 92, 94, 77 L ed 1053, PUR 
1933C 259, 53 S Ct 577, 85 ALR 
1131; Kelly v. Washington ex rel. 
Foss Co. (1937) 302 US 1, 82 L ed 
3,.58 S Ct 87; South Carolina State 
Highway Dept. v. Barnwell Bros. 
(1938) 303 US 177, 82 L ed 734, 
58 S Ct 510; McDonald v. Thomp- 
son (1938) 305 US 263, 83 L ed 
164, 27 PUR(NS) 31, 59 S Ct 
176; Eichholz v. Missouri Pub. Serv- 
ice Commission (1939) 306 US 268, 
83 L ed 641, 27 PUR(NS) 288, 59 S 
Ct 532; California v. Thompson 
(1941) 313 US 109, 85 L ed 1219, 39 
PUR(NS) 55, 61 S Ct 930; Southern 
P. Co. v. Arizona ex rel. Sullivan 
(1945) 325 US 761, 89 L ed 1915, 
59 PUR(NS) 211, 65 S Ct 1515. 


[8] 5. “Columbia” urges that no 
substantial evidence has been offered 
to support the view that “Columbia’s” 
operations from Baltimore to Ocean 
City or return are unsafe or that Greg- 
ory and Jones operating the bus trans- 
portation to and from Bishopville are 
agents of “Columbia.” Without go- 
ing over all the evidence in detail it 
will be sufficient to say that the court 
finds substantial evidence as to both 
propositions. Considering the whole 
record there is evidence of unsafe op- 
eration in the relation between the type 
of planes used and the type and con- 
dition of the landing field at Bishop- 
ville. It is argued that as yet no acci- 
dent has occurred. This is like argu- 
ing that it is safe to fire a shotgun 
with snow in the barrel. Some people 
are not aware that it is unsafe. Others 
don’t care. Some have done it and 
lived thereafter. Others, not so for- 
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tunate, have not kept the “sweet 
chariot waiting to carry them home,” 
but have taken off on their unsched- 
uled flight without even the slight de- 
lay occasioned those traveling from 
Bishopville to Baltimore. 

[9] As to Gregory and Jones, one 
has only to read the contract between 
“Columbia” and these two men and 
the testimony of witnesses Wilson and 
Gregory to realize that they were 
operating a vital part of the trips 
from Ocean City to Baltimore and 
Baltimore to Ocean City. Without 
this service the planes could not op- 
erate successfully as no passenger 
would wish to be put off the plane 16 
miles from Ocean City without trans- 
portation for the rest of the journey. 
None of the passengers were going to 
Bishopville as a point of destination 
and “Columbia” paid a weekly salary 
to Gregory and Jones and took up 
their debts and financing on the au- 
tomobile, in order that it, “Columbia,” 
could and did sell transportation from 
Bishopville to Ocean City and the 
reverse. 

[10] 6. The last point urged by 
“Columbia” is that error occurred in 
the admission by “Commission,” over 
“Columbia’s” objection, of ‘“Chesa- 
peake’s” Exhibit No. 8. This exhibit 
is a booklet issued by the U. S. Depart- 
ment of Commerce called “Airport 
Planning for Urban Areas.” The 
only purpose in offering this booklet 
was to show and describe the relative 
types of air fields, that they are classi- 
fied by number according to equip- 
ment, facilities, size, surroundings, 
and their suitability for the various 
types of planes. The Bishopville Air- 
port or Airfield is classed as a No. 1 
Class field. The Baltimore Municipal 
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Airport is, we are told, classed as a 
No. 4. In a table on page 57 of the 
booklet under the heading “Airplanes 
that may be accommodated by Class II 
airports,’ we find Boeing 247-D. It 
is true that Mr. Fenimore said the 
runways are large enough for the air- 
port to be classed No. II and all that 
is needed is for the runways to be hard 
surfaced for the airport to receive No. 
2 classification. But that is like say- 
ing that all a doctor needs is the neces- 
sary training, study, and experience 
and he may be a surgeon. Hickman 
Field is still a Class I airport. Most 
of the information in the booklet, such 
for instance as that on page 33 relating 
to Class II airports, is from recom- 
mendations of the Federal Civil Aero- 
nautics Authority and it is difficult to 
see how it could place the plaintiff in 
any unreal or false position before the 
“Commission” or the court. The 
same thing is true of the regulations of 
the Civil Aeronautics Authority which 
were offered at the trial. The regu- 


lations were admitted as regulations 
that had been at one time or another 
adopted by the Civil Aeronautics Au- 
thority. They were not admitted as 
being all the regulations it had adopt- 
ed, or as necessarily in effect and un- 
rescinded at the present time. They 
are useful as an indication of what the 
oldest Federal body regulating com- 
mon carriers by air finds to be neces- 
sary standards of safety for certain 
types of planes in landing or taking 
off. In this respect they are without 
bias and were available to all the par- 
ties in interest. 

From the foregoing the court finds 
that “Columbia” is subject to control 
by the “Commission” in the operation 
between Baltimore, Bishopville, and 
Ocean City, Maryland, and that there 
is substantial evidence in the récord to 
support the order sought to be en- 
forced. 

The bill will accordingly be dis- 
missed. 





FEDERAL POWER COMMISSION 


Re New York State Natural Gas 
Corporation 


Docket No. G-714, Opinion No. 139 
July 16, 1946 


PPLICATION for authority to acquire and operate natural gas 
A facilities and to sell natural gas to distributing utilities pur- 
suant to § 7 of the Natural Gas Act; authority granted subject 

to condition as to depreciation account. 


Accounting, § 28 —- Depreciation and depletion — Facilities acquired from an- 
other company. 

A natural gas company acquiring facilities from another company should 
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enter on its books the depreciation and depletion reserve applicable to such 
facilities as carried on the books of the selling company. 


By the Commission: This is a 
proceeding under § 7 of the Natural 
Gas Act, 15 USCA § 717f, as amend- 
ed, upon the application of New York 
State Natural Gas Corporation * for a 
certificate of public convenience and 
necessity authorizing applicant (1) 
to acquire and operate the property 
and facilities of Godfrey L. Cabot, Inc. 
and Cabot Gas Corporation * used in 
or related to the natural gas business 
of Cabot in New York and Pennsyl- 
vania,® excepting certain production 
properties known as the “Wharton 
properties” which are to be retained 
by Godfrey L. Cabot, Inc., and the 


distribution properties of Cabot Gas 
Corporation located in the state of 


New York, which are to be sold to 


others, and (2) to sell natural gas to 
The Pavilion Natural Gas Company, 
Producers Gas Company, Southern 
Tier Gas Corporation, Empire Gas and 
Fuel Company, Ltd., and Rochester 
Gas and Electric Corporation, all do- 
ing business within the state of New 
York. 

Applicant proposes also to construct 
and operate a connection and a meas- 
uring station at the Monroe-Livings- 
ton county line in New York between 
the north end of the 14-inch line which 
applicant proposes to acquire from 
Cabot and the south end of a 14-inch 
line of the Rochester Gas and Electric 
Corporation; a regulating station at 
the southern terminus of the 14-inch 
line proposed to be acquired; and a 





1 Hereinafter sometimes referred to as “ap- 
plicant.” 
Wg as a sometimes referred to jointly 
abo 
8 Applicant proposes to acquire the real es- 
tate, land and land rights, mineral rights, 
leaseholds, rights of way, easements, build- 
ings, structures, pipe lines, pumping, com- 
pressing and regulating equipment, gas well 
structures and equipment, meters, meter in- 
stallations, furniture, fixtures, transportation, 
stores, shop, laboratory, communication, 
drilling, clean-out and miscellaneous equip- 
ment and tools, physical properties, facilities, 
and contracts, rights and privileges, used in 
or relating to the natural gas business of 
Cabot in New York and Pennsylvania, which 
includes, among other, the following property : 


Transmission lines—a 6-inch line extending 
in a northeastwardly direction, from a point 
in Potter county, Pennsylvania, about 2,300 
feet from the connection of applicant’s 12- 
inch and 10-inch lines to a point in the Ellis- 
burg Field in Potter county, aforesaid; an 
8-inch line extending from the latter point 
northwardly to the state-line compressor sta- 
tion of Cabot com,anies with a 6-inch and 
4-inch pipe-line connection through said field 
to said compressor station; a 12-inch line ex- 
tending from the state-line compressor sta- 
tion eastwardly and southeastwardly to Sa- 
binsville, Pennsylvania, with a 10-inch con- 
necting pipe line extending northeastwardly 
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to a point in the Woodhull Field, Steuben 
county, New York; a 14-inch pipe line ex- 
tending northwardly from said state-line com- 
pressor station to the southern boundary of 
Monroe county, New York; and an 8-inch 
line extending westwardly from said state 
line compressor station to a point connecting 
with Producers Gas Corporation, known as 
the Sanford station in Allegany county, New 
York; 

Compressor stations—one compressor sta- 
tion located south of the New York-Pennsyl- 
vania state line, known as the state-line com- 
pressor station, containing two 300-horse- 
power Clarke Brothers angle compressors 
with incidental equipment and buildings, and 
a 16,000-foot water line to the Genesee river; 
a second compressor station located in the 
Woodhull Field at a point where the gas is 
delivered to Southern Tier Gas Corporation, 
containing two Ingersoll-Rand units with 90- 
horsepower engines; 

Wells—twenty-four, located in eight differ- 
ent pools in northern Pennsylvania and 
southern New York, all but one producing 
from the Oriskany sand, with a total produc- 
tion in 1945 of 310,329 thousand cubic feet, 
and the estimated remaining reserves of such 
wells being 824,965 thousand cubic feet; 

A one-story brick office building and some 
shop buildings at Wellsville, Allegany coun- 
ty, New York, office, laboratory, motor 
vehicle, and shop equipment. 
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RE NEW YORK STATE NATURAL GAS CORP. 


measuring station at Rossburg, Al- 
legany county, New York. The esti- 
mated total cost of this construction is 
$15,500. 

Pursuant to due notice, a public 
hearing was held commencing on May 
20th, and concluding on May 23, 
1946. No protest to the application 
has been received. 

By an agreement dated February 
21, 1946, applicant contracted with 
Cabot to purchase for $800,000 in 
cash all of the property, including dis- 
tribution property, of Cabot in north- 
ern Pennsylvania and New York 
except the Wharton producing proper- 
ties which are to be retained by God- 
frey L. Cabot, Inc. Inasmuch as ap- 
plicant does not desire, or propose to 
operate, any distribution property or 
business it was provided in the agree- 
ment that Cabot, at the election of ap- 
plicant, would sell and convey the dis- 
tribution property directly to appli- 
cant’s nominee or nominees. 

Subsequently, Cabot entered into 
contracts to sell the distribution prop- 
erties in part to A. W. Black of Wells- 
ville, New York, and in part to The 
Pavilion Natural Gas Company for a 
total actual consideration of $2. By 
an agreement dated May 13, 1946, 
amending the agreement of February 
21, 1946, heretofore referred to, appli- 
cant releases Cabot from any obliga- 
tion to convey the distribution prop- 
erties to applicant. The amendatory 
agreement also provides that the pur- 
chase price to be paid by applicant 
will be reduced by the total sum to be 
paid for the distribution property, or 
$2, leaving $799,998 as the net price 
applicant will pay for the remaining 
property. 

Cabot Gas Corporation owns cer- 
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tain distribution facilities, particularly 
in the towns of Rossburg, Fillmore, 
and Hume, New York. It is these 
distribution facilities which are pro- 
posed to be sold and transferred by 
Cabot Gas Corporation to A. W. 
Black of Wellsville, New York, ac- 
cording to the evidence of record. Cer- 
tain other distribution facilities are to 
be sold to The Pavilion Natural Gas 
Company. Applicant must assume 
the obligation of supplying such natu- 
ral gas as may be required to provide 
service to all such consumers. Noth- 
ing herein contained is to be construed 
as approval by the Federal Power 
Commission of the proposed sale of 
distribution facilities to A. W. Black 
or The Pavilion Natural Gas Com- 
pany. The approval of such a transfer 
and sale, with attendant obligations 
to provide continuing gas distribution 
service, is a matter to be considered 
by the New York Public Service 
Commission. 

Under the terms of the agreement 
of February 21, 1946, applicant is to 
assume the obligations of Cabot to 
sell and deliver natural gas at whole- 
sale to The Pavilion Natural Gas 
Company, Producers Gas Company, 
Southern Tier Gas Corporation, and 
Empire Gas and Fuel Company, Ltd. 
Applicant has entered into new con- 
tracts with all the foregoing custom- 
ers of Cabot with the exception of 
Producers Gas Company and, at the 
time of the hearing in this matter, a 
new contract was being negotiated 
with that company. The new contracts 
are to become effective upon the con- 
summation of the purchase by appli- 
cant of the Cabot properties. Appli- 
cant proposes also to enter into a new 
contract with the successors in in- 
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terest to Cabot who may be author- 
ized to distribute natural gas in Ross- 
burg, Fillmore and Hume, New 
York. 

In addition to serving the present 
customers of Cabot, applicant pro- 
poses also to deliver and sell natural 
gas at wholesale to Rochester Gas and 
Electric Corporation, a new customer 
not now being served by Cabot. All 
the present customers of Cabot dis- 
tribute natural gas and the major por- 
tion of the gas is purchased by Cabot 
from applicant under New York State 
Natural Gas Corporation’s Rate 
Schedule FPC No. 18, as supple- 
mented. 

Applicant concedes, and the record 
shows, that it is a “natural-gas com- 
pany” within the meaning of the Nat- 
ural Gas Act. Applicant owns and 
operates a natural gas transmission 
system extending from the Pennsyl- 
vania-West Virginia state line through 
the state of Pennsylvania and into the 
state of New York. The gas trans- 
ported through such pipe line is gas 
purchased at the Pennsylvania-West 
Virginia state line from applicant’s 
affiliate, Hope Natural Gas Company, 
and gas produced and purchased in 
the state of Pennsylvania, and is sold 
by applicant for resale for ultimate 
public consumption in the states of 
Pennsylvania and New York.‘ 


The property and facilities which 
applicant proposes to acquire, are used 
by Cabot in the transportation of nat- 
ural gas in interstate commerce, and 
the sale of natural gas in interstate 
commerce for resale for ultimate pub- 
lic consumption in the states of Penn- 
sylvania and New York.® 

Upon acquisition by applicant, the 
Cabot property will be operated as a 
part of applicant’s natural gas trans- 
mission system and will be utilized for 
the transportation of natural gas in 
interstate commerce, and in the sale 
in interstate commerce of natural gas 
to The Pavilion Natural Gas Com- 
pany, Producers Gas Company, South- 
ern Tier Gas Corporation, Empire 
Gas and Fuel Company, Ltd., and 
Rochester Gas and Electric Corpo- 
ration for resale for ultimate public 
consumption. 

The effect of the transaction pro- 
posed will be to substitute applicant for 
Cabot as the supplier of natural gas 
to present wholesale customers of 
Cabot. Applicant will not render any 
service which Cabot could not have 
rendered by the purchase of additional 
gas from applicant. 

A comparison between the average 
prices now charged its wholesale cus- 
tomers by Cabot and those proposed 
to be charged such customers by ap- 
plicant is as follows: 








#The Commission has heretofore found ap- 
plicant to be a “natural-gas company” within 
the meaning of the Natural Gas Act in the fol- 
lowing proceedings: Re New York State Nat. 
Gas Corp. (1942) Docket No. G-312, 3 FPC 
844; Re Hope Nat. Gas Co. Docket Nos. 
G-507, G-508, G-510, G-516, and G-519, 
Opinion No. 114 and accompanying order of 
April 26, 1944; and in Re New York State 
oo Gas Corp. Docket No. G-557, Nov. 10, 


5 The Commission has heretofore found the 


Cabot companies to be “natural 
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-gas compa- 


nies” within the meaning of the Natural Gas 
Act in the following proceedings: In Re Cabot 
Gas Corp. Docket No. G-227, 3 FPC 75, 43 
PUR(NS) 182; Re Cabot Gas Corp. Docket 
No. G-360, January 13, 1943, 3 FPC 897; 
in Re Cabot, and Cabot Gas Corp. Docket 
Nos. G-406 and G-407, 3 FPC 357, 47 PUR 
(NS) 65; Docket Nos. G-460 and G—461, 3 
FPC 582, 51 PUR(NS) 458; and Re Cabot 
and Cabot Gas Corp. (1944) Docket Nos. 
ns) =“ G-529, Opinion No. 117, 56 PUR 
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Producers Gas Company .................... 
Gas Corporation ............. 
Empire Gas and Fuel Company, Ltd. ......... 
The Pavilion Natural Gas Company .......... 
Cale Sin COGIIIR: oa oc 5s eee Ssee se ieees 


Southern Tier 


In approving the acquisition and 
operation of the Cabot properties, it 
is Our intention that gas service to 
the towns of Rossburg, Fillmore, and 
Hume shall be maintained by either 
Cabot or its successors in interest. 

Rochester Gas and Electric Corpo- 
ration operates a gas distribution sys- 
tem in Monroe county, New York. 
Its gas system is divided into three 
so-called districts, Rochester, Brock- 
port, and Scottsville district. It pro- 
duces and serves a 537 BTU mixture 
of coke oven gas and water gas® in 
Rochester and Scottsville districts, and 
a 537 sru manufactured gas pur- 
chased from New York State Elec- 
tric and Gas Corporation for the 
Brockport district. 

In the year 1945, Rochester Gas 
and Electric Corporation had a sales 
volume of 6,738,000 thousand cubic 
feet of 537BTUv gas in its three districts, 
and expects future demands as fol- 
lows: 


M Cu. Ft. 

1946 (last four months) ........... 2,563,000 

Si saci vnnk.ctrewe Ve aea ts eadvbae 8,590,000 

BE occ cided tess ng dnciedn ty cxdkehen 9,077,000 
FE  eectibicovian sk vebiks tavie cin 546, 


In February, 1946, Rochester Gas 
and Electric Corporation had a maxi- 
mum day of 29,000 thousand cubic 
feet as compared with a productive 


A Price Average Price 
Cu. Ft. Per M Cu. Ft. 
Now Charged Proposed to Be 
By Charged By 
Cabot Applicant 
poe ey 43¢ 43¢ 
pcsughes 50¢ 43¢ 
nf BRN IR 20¢ 43¢ 6 
aye ST AS 44¢ 43¢ 
siieetead —_ 43¢7 


capacity in both coal and water gas 
plants of 28,800° with a normal winter 
peak day of mean temperature 6° be- 
low zero the load would have been, 
with business which has been added, 
approximately 39,700 thousand cubic 
feet, which Rochester’ Gas and Elec- 
tric Corporation would have been un- 
able to supply with its present capacity. 

In addition, Rochester Gas and 
Electric Corporation has been notified 
by New York State Electric and Gas 
Corporation that due to the latter’s in- 
creasing loads, it will be necessary for 
Rochester Gas and Electric Corpo- 
ration to discontinue the purchase of 
gas for the Brockport district. 

Unless gas is made available from 
another source, it will be impossible 
for Rochester Gas and Electric Corpo- 
ration to supply the normal require- 
ments of its markets during the 1946- 
47 winter season. 

If natural gas from applicant is 
made available to Rochester Gas and 
Electric Corporation, it proposes to 
convert over to straight natural gas 
approximately 2,385 customers now 
served manufactured gas; to increase 
its available capacity by introducing 
natural gas (1,050 stu) as the en- 
riching factor for the water gas (285 
BTU) produced (or reforming the nat- 





For sale of natural gas to eight isolated 
domestic consumers. 

7Cabot Gas Corporation or its successors 
in interest for distribution in Rossburg, 
Hume, and Fillmore, New York. 

® The water gas at the present time is en- 
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riched with oil to increase the BTU content. 

® The difference between production and de- 
mand was supplied from Rochester Gas and 
Electric Corporation’s gas holders which are 
estimated to have a capacity equivalent to 
40 per cent of productive capacity. 
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ural gas without manufacturing water 
gas), giving a capacity of approxi- 
mately 50,000 thousand cubic feet per 
day (537 stu) of gas which would be 
ample to take care of loads anticipated. 

Rochester Gas and Electric Corpo- 
ration’s requirements of natural gas 
for the purposes indicated above are 
estimated as follows: 


with an addition of 10 per cent if nat- 
ural gas is reformed. 

The average price which will be 
paid applicant for gas delivered to 
Rochester Gas and Electric Corpora- 
tion declines from an estimated 43.05 
cents per thousand cubic feet in 1946 
to an estimated 42.88 cents per thou- 
sand cubic feet in 1948 as shown in 
applicant’s exhibits. 

Applicant proposes to meet de- 
mands of its existing and proposed 
new customers by company produc- 
tion, local purchases, and gas pur- 
chased from Hope Natural Gas Com- 
pany. Its pipe line and other facili- 
ties with those proposed herein to be 
acquired from Cabot and constructed 
by applicant will be adequate to handle 
the volumes of gas estimated and to 
render the services proposed. 

Applicant proposes to finance the 
purchase of the Cabot property and 
the construction of additional facili- 
ties with funds realized from the issu- 
ance of capital stock to its parent, Con- 
solidated Natural Gas Company.” 


The acquisition of that portion of 
Cabot’s transmission line extending 
from the vicinity of the juncture of 
applicant’s 12-inch line and 10-inch 
line in Potter county, Pennsylvania, 
northwardly through a combination of 
6-inch and 8-inch lines to Cabot’s state 
line compressor station, thence by 
means of a 12-inch line east and south- 
eastwardly to Sabinsville, Tioga coun- 
ty, Pennsylvania, will provide appli- 
cant with a loop for 21 miles of appli- 
cant’s existing 10-inch and 14-inch 
pipe line, which at present constitutes 
a bottle-neck in applicant’s system. 
The acquisition will enable applicant 
to avoid having to install within the 
very near future a second 10-inch pipe 
line at an estimated cost of $467,000. 

Upon acquisition, applicant will be 
able to effect a codrdination of Cabot’s 
facilities with the operation of appli- 


cant’s present pipe line and storage 
facilities, and the integrated operation 
of the combined facilities should enable 
applicant to render more efficient and 
dependable service to customers of 


Cabot. In addition, the acquisition 
will enable applicant to supply Roch- 
ester Gas and Electric Corporation 
natural gas which the latter needs to 
maintain service in the area in which 
it operates. 

The net book cost of the properties, 
including materials and_ supplies, 
which applicant proposes to acquire 
from Cabot is $793,447.55, for which 
applicant proposes to pay $799,998. 

As reflected in the accounting ex- 
hibits submitted by applicant at the 





10 A joint declaration and application will 
be filed with the Securities and Exchange 
Commission by Consolidated Natural Gas 
Company and applicant proposing the issu- 
ance of 10,000 shares of common stock at par 
for a cash consideration of $1,000,000. The 
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amount by which the $1,000,000 exceeds the 
cost of acquisition and additional construction, 
which includes some additional construction 
not covered in the instant application, repre- 
sents a pro oad — to working capital 
of about $150. 
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RE NEW YORK STATE NATURAL GAS CORP. 


hearing in this proceeding, applicant 
proposes to recompute the deprecia- 
tion and depletion reserves applicable 
to the Cabot property as of December 
31, 1945," and to establish in Ac- 
count 100.5, Gas Plant Acquisition 
Adjustments, a credit acquisition ad- 
justment of $1,012,148.04. 

The depreciation and depletion re- 
serves applicable to the property pro- 
posed to be acquired as stated on the 
books of Cabot as of December 31, 
1945, totals $2,005,405.89, while ap- 
plicant’s recomputation of the reserves 
amounts to $986,707.40. 


As Shown on Books of 
Cabot 


Book Cost 


Plant, Reserves and Ma- 
terials and Supplies ... 


Less: Plant and Reserves 
not acquired 


$2,938,581.03 
139,727.59 


Reserves 
$2,094,442.53 
89,036.64 


If the depreciation and depletion 
reserves appearing on the books of 
Cabot were used instead of the rede- 
termined reserves as proposed by ap- 
plicant, the entry in Account 100.5 
would be a debit item of $6,550.45. 

A comparison of the accounting for 
the property as it is shown on the 
books of Cabot and as applicant pro- 
poses to record it upon acquisition, 
together with the resulting acquisition 
adjustment is shown in the following 
tabulation : 


Acquisition 
Adjustment 


Purchase 
Price 


Net 
Book Cost 


$844,138.50 
50,690.95 





Total Plant, Reserv 
and M. and S. caaiieel $2,798,853.44 


Less: Materials and Sup- 
i 33,073.21 


$2,005,405.89 


$793,447.55 $799,998.00 $6,550.45 


33,073.21 33,073.21 _ 





Total Plant and Reserves $2,765,780.23 


$2,005,405.89 


$760,374.34 $766,924.79 $6,550.45 





Accounting Proposed by 
Company 
Plant and Reserves to be 
recorded 
We have had occasion heretofore 
to consider the depreciation and de- 
pletion reserves as recorded upon the 
books of Cabot, in the proceeding in 
Re Cabot and Cabot Gas Corp. Docket 
Nos. G-523 and G-529, Opinion No. 
117 and accompanying order of Sep- 
tember 22, 1944, 56 PUR(NS) 113. 


$2,765,780.23 $986,707.40 $1,779,072.83 $766,924.79 ($1,012,148.04) 


In this rate suspension proceeding we 
accepted the depreciation which had 
been accrued on the books of Cabot 
as the best measure of the accrued de- 
preciation. 

We were cognizant of the fact, at 
the time of our opinion in the matter, 
that a continuing supply of Texas gas 





11Qn the transmission system which com- 
prises the major items of property to be ac- 
quired (other than  state-linz compressor 
station which is to be depreciated on a unit 
method based on Pennsylvania and New York 
reserves), applicant proposes to recalculate 
the depreciation reserve using an age-life com- 
putation based on the actual date of installa- 
tion by Cabot of the items of property in- 
volved and a new life period based on the 
existing age of the items and an estimated 
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future service life from December 31, 1945, 
of thirty-two years. A witness for applicant 
testified that the estimated future service life 
of thirty-two years is the estimated life of 
the reserves available to Tennessee Gas and 
Transmission Company and in turn to the ap- 
plicant “as set forth by the Federal Power 
Commission in its Opinion 129 in the Penn 
York Natural Gas Corporation Case (1946) 
Docket No. G-600, 63 PUR(NS) 235.” 
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would be available to Cabot “for at 
least thirty years.” We did not, 
however, redetermine Cabot’s depreci- 
ation reserve based upon the life of 
the new supply. We did indicate 
that the undepreciated portion of 
Cabot’s plant might be depreciated 
over the period during which Texas 
gas would be available from Tennessee 
Gas and Transmission Company. 

Applicant’s proposal to recalculate 
the depreciation and depletion re- 
serves would result in the redetermina- 
tion of reserves as accepted by this 
Commission in Re Cabot and Cabot 
Gas Corp. Opinion No. 117, supra, 
and would require an inequitable con- 
tribution by consumers to a reserve 
that has in fact already been contribut- 
ed out of past rates and charges in an 
amount substantially in excess of that 
which applicant would recognize un- 
der its proposed method of accounting 
for the acquisition. 

Furthermore, the depreciation plan 
proposed by applicant, coupled with 
the statement of its accounting wit- 
ness that “We would not be averse” 
to amortizing the credit acquisition 
adjustment of $1,012,148.04 over a 


FEDERAL POWER COMMISSION 





15-year period “below the line,” and 
the earning of a return on applicant’s 
imputed net investment in the prop- 
erty would result in applicant receiv- 


ing over the remaining life of the j 


property proposed to be acquired for 
$799,998, depreciation in the amount 
of $1,505,000, surplus of $1,012,148.- 
04, and a varying return based on an 
imputed initial net investment of 
$1,812,146.06. 

It has been our practice in pass- 
ing upon the accounting for purchase 
of gas and electric plant to require de- 
preciation and depletion reserves to be 
recorded on the books of the purchas- 
er applicable to the transferred prop- 
erty. 

We are of the opinion that the 
amounts which should be recorded for 
depreciation and depletion upon the 
books of applicant upon acquisition of 
the Cabot property are the amounts 
carried upon the books of Godfrey L. 
Cabot, Inc., and Cabot Gas Corpo- 
ration for the reserves applicable to 
the properties being transferred, and 
we will require that the reserves be 
so recorded as a condition to the au- 
thorization herein granted. 
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Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; stmilar information relating 

to government owned utilities; news concerning prod- 

ucts, supplies and services offered by manufacturers ; 
also notices of changes in personnel. 


Alabama Power to Build 


120,000 Kw Steam Plant 
Axvouxcemunr was made recently that Ala- 

bama Power Company plans to construct 
a new steam plant to be located at or near Gads- 
den, The plant will be laid out for two units 
with an initial capacity of 120,000 kilowatts. 
Construction will go forward as rapidly as plans 
can be completed, and materials and equipment 
secured. The site will be laid out, and provision 
made, for the installation of additional units 
in the future. 

The new plant will be connected to the trans- 
mission system of the company, and its opera- 
tion will be codrdinated with that of the other 
power sources of the system; therefore high 
tension lines and substations will also be con- 
structed along with the steam plant. The plant 
will be designed to burn both coal and natural 
gas. When running on coal at full capacity it 
will require about 1,200 tons of coal daily 

President Martin, in making the announce- 
ment, stated that the company had made a care- 
ful study of the probable uses of power over 
the next few years for industrial, commercial, 
urban, and rural purposes. Based on this study, 
and in keeping with its long established policy 
of being ready to meet the increased demands 
for power whenever they arise, the company 
is planning this substantial increase in its power 
plant capacity, which at the present time is 
700,000 kilowatts. 


Remington Rand Issues Booklet 
Describing Sched-U-Graph 
ow to get maximum production from ex- 


isting plant , facilities is the theme of 
“Dynamic Management Control with Sched- 


U-Graph,” a 32-page, full color booklet just 
published by Remington Rand Inc. It describes 
Sched-U-Graph, an ingenious and practical 
chart-board application of the time-control 
principles pioneered by Henry L. Gantt. 

The booklet demonstrates the operating and 
control advantages of Sched-U-Graph as ap- 
plied to loading and scheduling of machines, 
men, or work centers; part orders and opera- 
tions; scheduling of production of sub-assem- 
blies ; inventory control of parts for line assem- 
bly; scheduling continuous production by: op- 
erations; scheduling actual against required 
production with visual indication of leads and 
lags; and sales progress against sales and profit 
contribution quotas by branch offices of sales- 
men on a time or percentage attainment basis. 

Copies of the booklet may be obtained with- 
ovt cost from any branch office of Remington 
Rand Inc., or by writing Systems and Methods 
Research Department, Systems Division, Rem- 
ington Rand Inc., 315 Fourth avenue, New 
York 10, New York. 


1947 Safety Convention 


Date Announced 
HE seventeenth annual Safety Convention 
and Exposition will be held in New York 
city for four days beginning March 25, 1947, 
it was announced recently by the Greater New 
York Safety Council, sponsor of the event. 
There will be 49 separate sessions, all at the 
Hotel Pennsylvania, and speakers includ- 
ing experts from all over the nation on various 
phases of safety, leaders in government, in- 
dustry and labor, and traffic officials, educators, 
and engineers. 
William F. Brown, general chairman of the 
executive committee, disclosed that the 1947 


WELSBACH enGINEERING ano MANAGEMENT CORPORATION 


UTILITY APPRAISALS 7 
ENGINEERING ¢ CONSTRUCTION 
STREET LIGHTING MAINTENANCE 
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Consultants on All Phases of Utility Operations 
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For Auy Grounding Connector — 
open your Peun-Union Catalog 
=--you'll find what you 


need in the compdede line 


The wide variety offered in the 
Penn-Union catalog includes: 
Grounding connectors, clamps, 
studs for all combinations of pipe, 
rod, flat bar, braid, tubing. Every 
one a thoroughly tested, dependa- 
ble unit of protection for per- 
sonnel and equipment . . . of 
ample capacity, high mechanical 
strength, and resistant to corro- 
sion, 

Penn-Union also makes the 
complete line of Service Connec- 
tors, Power Connectors, Tees and 
Cable Taps, Straight and Parallel 
Connectors, Terminal Lugs, etc. 
Penn-Union fittings are the first 
choice of leading utilities and elec- 
trical manufacturers—because of 
their known dependability. 


PENN-UNION ELECTRIC CORP. 
ERIE, PA. Sold by Leading Wholesalers 


PENN-UNION 


C_eom~ totic rash Firring. ™ 





convention would have, for the first time, 4 
abor-management session, in an attempt tc 
halt the industrial accident rate which has rise 
steadily since the end of the war, 
Safety in the public utilities industry will be 
one of the many subjects discussed, 


Welsbach Awarded Contract 

By City of Philadelphia 
A’ part of its $10,000,000 first stage interim 

program for the rehabilitation of its pres 
ent water treatment facilities, the city of Phila 
delphia has awarded the contract for ozona 
tion equipment and its installation at the Bel 
mont filtration plant to Welsbach Engineering 
and Management Corporation, Philadelphia. 
The equipment will be supplied by Ozone 
Processes, Incorporated, a wholly owned Wels 
bach subsidiary. 


the United States, will have a producing ca- 
pacity of 1,250 lbs. of ozone to treat 36 million 
gallons of water daily. 


plant tests made by Water Bureau engineers 
over a two-year period. 

According to Thomas Buckley, director of 
public works, the ozonation installation will be 
in full operation in 1948, 


Enlarging General Offices 

HE Pacific Gas and Electric Company’s 

seventeen-story general office building in 
San Francisco is to be greatly enlarged by an 
addition that will cost $2,180,000. The general 
contract has been awarded and construction is 
expected to begin in the near future on a sched- 
ule calling for completion in the summer of 
1948, 


This project is expected to take care of the 
P. G. and E.’s general office requirements for 
at least ten years. The extension will increase 
the working space 67 per cent and will provide 
accommodations for 780 employes. 


Bulletin on Eye Protection 
AS assortment of eye protection 
equipment for every application is de- 
scribed in detail in a new 8-page bulletin pub- 

lished by Mine Safety Appliances Company. 
A copy of this new M.S.A. bulletin (No. 
CE-29) can be obtained from the manufacturer, 
Braddock, Thomas and Meade streets, Pitts- 

burgh 8, Pennsylvania. 


To Build $7,500,000 Plant 
Vues Exectric & Power Company has 

plans underway for the immediate con- 
struction of a new 60,000 kilowatt steam power 
plant at Dumfries, Virginia. 

Designs and plans are now being prepared 
by the Stone and Webster Engineering Cor- 
poration, upon completion of which work will 
start immediately and about two years will be 
required to complete it, It will represent an 
expenditure of about $7,500,000. 
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TERNATIONAL 
Crawler Speeds 
ole Frame —" 


D-9 reduces labor requirements 
for field job 


ction of high voltage power lines near 
helbyville, Illinois, is accomplished 
th International TD-9 Diesel Crawlers 

d 10-man crews. Previously this work 

quired 120 men. Now three tractors 

d 30 men do the job speedily and at 
ered cost. 

Two crews assemble pole frames along 
power line route. Ki third crew digs 
post holes and erects the assembled 

ames. Through the use of Interna- 

onal TD-9’s the work is eased to the 
bint where no man in any crew has to 

t more than 50 pounds. The tractor 

ith its home made “A” frame hoist 

ves all the heavy work. 

There are many such applications in 

hich International Diesel Crawlers, 

heel Tractors and Power Units save 


time, trouble and money. Consult the Inter- 
national Industrial Power Distributor near you 
for aid in selecting the power and equipment 
that will improve the efficiency of your con- 
struction and maintenance crews. 


Industrial Power Division 


INTERNATIONAL HARVESTER COMPANY 
180 North Michigan Avenue + Chicago |, Illinois 


INTERNATIONAL [:] Industrial Power 
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YOU CAN SELL 





THIS 3% BILLIO 
KW-HR LOA 


From 1926 to 1941, power companies lost a transit load 
31/2 billion kw-hrs. But the outlook for regaining this 
is so prontising that it merits investigation and active 


Consider the attractive transit 
potential in an average city of 
200,000 population. One transit 
company could profitably operate 
150 trolley coaches—a 27 million 
kw-hr load annually. This is equiv- 
alent to the power consumed by 
108,000 refrigerators or 24,545 
electric ranges. A large city of one 
million people could economically 
use 950 trolley coaches and 300 
modern streetcars. This is a yearly 
consumption of 236.5 million kw- 
hrs—equivalent to that of 946,000 
refrigerators. 

In addition to a large bulk load, 
transit offers other attractive fea- 
tures: a 40 per cent load factor, 
off-peak maximum demands, and 
low sales cost per year. That’s 
why far-sighted utility men are 
actively interested in regaining 
and stepping up transit power 
consumption. 

The electrical industry has al- 
ready succeeded in harnessing 
about 22 per cent of the lost 34 
billion kw-hrs. In 1945, transit 
companies purchased 2335 electric 
vehicles. The immediate plans of 
nearly 100 systems indicate 
12,000 additional electrics will ap- 


pear on America’s streets withi 
the next few years. Electrics aj 
economical to operate and p 
ferred by the public—that’s wil 
an increasing number of trang 
companies, aided by central st 
tions, consider electrics their be 
modernization bet. 

To determine the economy 
using rapid transit, PCC cas 
trolley coaches, or buses, a tha 





ough and open-minded study 
traffic on each line must be ma 
But for quickly estimating pro; 
vehicle application, the yardsti 
below will prove helpful. 











Population of City | Electrics Mech. Soff 
100,000 40 plus 70 
250,000 208 
500,000 $80 °° 920 
750,000 860 ** 160 

1,000,000 1350 ** 180 








Now—while plans for mode 
izing rolling stock are sweepi 
through thetransit industry—n 
is the time for you to investig 
the application of load-buildi 
electrics in your city. Appara 
Dept., General Electric Compa 
Schenectady 5, New York. 


LIFEST REAM OF THE CITY, « sew sore 


Power to America soved, 


coler movie, presents the city traffic problem 


in @ new light. You'll like it. It promotes electric transit and increased 


power consumption. 
1f you haven't yet seen it, ask your G-E representative te arrange 
showing. 


for a 
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MERCOID CONTROLS 


TEMPERATURE ¥ PRESSURE *& LIQUID LEVEL & ETC. 





ntral sti 
their be 


omy 
CC caf 
5, a th 
study 
be ma 
ng pro 
yardsti 








Mercury switches are used exclusively in all Mercoid 
Controls. % They insure more dependable control 
performance, and longer control life. = Write for 
Catalog N2 GOOA, for complete information 


THE MERCOID: CORPORATION ¥ 4201 BELMONT AVE., CHICAGO.41, ILL 


S$ ais 








) This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 


Public Utilities Fortnightly 











The original Babcock 
& Wilcox boiler, 
sold in 1867, was of 
only 50 hp. capac- 
ity. Contrast the rel- 
ative size of this first 
successful water- 
tube boiler with the 
modern unit illus- 
trated below. 


EconOmIZER 


Two B&W Open-Pass 
boilers of this design 
went into service in an 
eastern central station in 
1946. Each is capable of 
delivering 1,000,000 Ib. 
of steam per hour. 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





t 19, 194Mecember 19, 1946 Public Utilities Fortnightly 





Standards for 80 Years 





When the first B&W boiler—a 50 hp. unit— 
went into service in 1867, a new era in safe, 
efficient steam generation began. Since then, 
B&W has never outgrown its original habit of 
advanced thinking...of having new ideas 
--.0Of pioneering developments that steadily 
raised the standards in boiler making and 
operation. The welding of boiler drums and 
X-ray inspection of welds: the development of 


o-4 high-pressure boilers, research in high-pressure, 
win high-temperature steels; and perfection of bet- 

ter methods for producing clean, dry steam 
aatee are notable examples of B& W’s contribution 

to progressive steam generation. These and 
meares other refinements are widely found in B&W 
_ boilers including the Integral-Furnace, the 
many Radiant, and the Open-Pass boilers, which were 


introduced by B&W. This background of 
leadership is one of the reasons so many 
power men have been coming to B&W first 
for so many years ... for lasting satisfaction. 












‘BABCOC. 
«WiLCOX, 


TNE @. 
Stnenas =. #ocK 






















This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly December 19, 19 











SHIPS 


xx 


HYDRAULIC TURBINES 
— and — 
ACCESSORY EQUIPMENT 


xx*«rk 


PRESSURE VESSELS 


xk 


STEEL, IRON and 
BRASS CASTINGS 


xx 


HEAVY FORGINGS— 


ROUGH or 
COMPLETELY MACHINED 


x*k 


NEWPORT NEWS SHIPBUILDING 
and DRY DOCK COMPANY 


Newport News, 
VIRGINIA 
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PROFESSIONAL DIRECTORY 


¢ This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, design, and construction. > > > 





Tae American Appraisat Company 
ORIGINAL COST STUDIES ¢e VALUATIONS « REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 


end other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 


gf Ford, Bacon & Davis 


Bed VALUATIONS Engineers CONSTRUCTION 


REPORTS 
NEW YORK @ PHILADELPHIA @ CHICAGO @ LOS ANGELES 














GILBERT ASSOCIATES, Inc. 


SPECIALISTS 








ENGINEERS 
Steam, Electric, Gas, Hydro, POWER ENGINEERING SINCE 1906 Purchasing and Expediting, 
Desi, nd Construction, ervi: speas ind Industrials Rates, Research, Reports, 
rail s ng Utilities i Personnel Relations, 


Operating Betterments, 
: Reading °* Philadelphia original Cost Accounting, 


Inspections and Surveys, f 
Feed Water Treatment. Washington ®@ New York Accident Prevention, 








FREDERIC R. HARRIS, INC. 





Engineers Constructors Management 
Reports Appraisals Valuations 
NEW YORK 
Knoxville San Francisco Houston . 
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Catan HA. KULJIAN & COMPANY 22 
... 


Los Angeles 13 PHILADELPHIA 2 New York 6 














WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 
Cost Analyses for Rate Revisions Regulatory and Municipal Problems 


Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 


LOEB AND EAMES 
Public Utility Engineers and Operators 
Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 
57 WILLIAM STREET NEW YORK 


J. H. MANNING & COMPANY 


120 Broadway, New York 


ENGINEERS 


Business Studies Purchase—Sales 
New Projects Management 


Consulting Engineering 
Public Utility Affairs including Integration 




















PUBLIC UTILITY ENGINEERING & SERVICE 
CORPORATION 
CONSULTING ENGINEERS 
DESIGN OPERATIONS 
STEAM — HYDRAULIC — GAS 
231 S. LA SALLE ST., CHICAGO (4), ILL. 


ENGINEERS 
AND 
CONSTRUCTORS 


SANDERSON & PORTER 
&P 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—R eports—Design—Supervision 
Chicago 3, Ili. 
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80 BROAD STREET 


The J.G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—A ppraisals 
Consulting Engineering 


NEW YORK 4, N. Y. 








ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 
Consulting Engineers 


Water, Sewage and industrial Waste Problems 
Airfields, Refuse Incinerators, Industrial Bulldings 
City Planning, Reports, Valuations, Laboratery 


1520 LOCUST STREET PHILADELPHIA 2 








BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, investigations and re 
ports, design and supervision of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHIO 
PENNSYLVANIA, WEST VIRGINIA, KENTUCK 


Public Utility Veluations, Reports oud 
Original Cost Studies. 


910 Electric Building Indianapolis, Ind. 


W. C. GILMAN & COMPANY 


ENGINEERS 
and 
FINANCIAL CONSULTANTS 


55 Liberty Street New York 


JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION VALUATIONS 
ECONOMIC AND OPERATING REPORTS 











BOSTON NEW YORK 


JENSEN, BOWEN & FARRELL 
; Engineers 


Ann Arbor, Michigan 





~LUCAS & LUICK 


ENGINEERS 
DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatie St., CHicaco 








ROBERT T. REGESTER | 
Consulting Engineer 
Hyprauuic Strucrures — Urtiirmes 
Fioop Contro: — Water Works 


Baltimore Life Bldg. Baltimore 1, Md. 


A. S. SCHULMAN ELgEctric Co. 


Contractors 


TRANSMISSION LiNES—UNDERGROUND Distri- 
BUTION — Power STATION — INDUSTRIAL — 
CoMMERCIAL INSTALLATIONS 


537 SourH Degarsorn St. CHicaco 


SLOAN, COOK & LOWE | 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 


Appraisals — Reports 
Operating — Financial — Plant 








MANFRED K. TOEPPEN 
ENGINEER 
CoNSULTATION — INVESTIGATION — REPorTs 
Market AND MANAGEMENT Surveys 
VALUATION, DEPRECIATION AND Rate 


MAtTrTers 
261 Broadway New York 7, N. Y. 


Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
1038 Munsey Building 
Washington 4, D, C. 
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CONSTANT SUPPORT OF PIPING 


AT AVON ... MARTINEZ... OLEUM 















From boilers to turbines Grinnell 
Constant-Support Hangers “float” 
the piping at three Pacific Gas and 
Electric Power Plants. These hang- 
ers carry all the load all the time 
to satisfy the conditions of expan- 
sion, contraction and vibration. 
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GRINNELL CONSTANT SUPPORT HANGERS 
— the ONLY Constant-Support Hangers 







FEATURES: 






Constant Support of , on 4 
piping in all “Hot” % _ 
and “Cold” positions. 
Full safety factor of the 
supported system is al- 
ways maintained. 
Non-resonant, energy 
absorbing. 
Mass-produced from 
standard precision * Three models meet en- 


parts. tire range of load- 

Individually calibrated travel specifications. : ae Ay 

for each specific in- * Minimum headroom ; 

stallation. required. : 










GRINNELL COMPANY, INC. 
Executive Offices, Providence 1, R. 1. 


Branch warehouses in prit i cities. 
MODEL H 11 Kahin mR eenenet 2 





























Load-adjustment fea- Write for data book 
tures incorporated in- containing complete 
to the design. details. 
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FOR ASSURED...DEPENDABLE TRENCHING 
PERFORMANCE AT MINIMUM OPERAT- 
ING AND MAINTENANCE COST ON 
LONG AND SHORT LINES FOR WATER... 
SEWER...GAS...TELEPHONE...OIL... POWER 
... DRAINAGE...FOUNDATIONS... AIRPORTS 


5 








¥ 


Incorporating the engineering features that more than. 25 
years experience have proved most desirable CLEVELANDS 
have everything you'd ask for, for “Tops” in trenching 
performance. 


They're fast amply powered — maneuverable — mobile 
— versatile — easy to operate — sturdily constructed — 
in. fact they have just those features that enable you to 
make short work of the trenching jobs and show a profit. 
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THE CLEVELAND TRENCHER 
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